IS 


BERTRAL SECRET : 1: 119 

Inverter . at !, 
REGISTERED NO , D . -220 


The Gazette 


of India 


PUBLISHED BY AUTHORITY 


No . 18 ] 


NEW DELHI, SATURDAY, AUGUST 16 , 1952 


PART II — Section 2 
Bills and Reports of Select Committees on Bills 


HOUSE OF THE PEOPLE 
The following Report of the Joint Committee on the Bill to provide 
for the constitution and regulation of certain Air Force Reserves and so 
an Auxiliary Lir Force and for matters connected therewith , WAS progen 
ted to the House of the People on 1st August , 1952 : 

MEMBERS OF THE JOINT COMMITTEE 

• House of the People 
Shri Jagannathrao Krishnardo Bhonsle 
Shri Shahnawaz Khan . 
Sardar Surjit Singh Majithia . 
Shri P . T . Chacko . 
Shri T . 8 . Avinashilingam Chettiar . 
Shri Tekur Subrahmanayam , 
Choudhary Raghubir Singh . 
Prot. Nibaran Chandra Laskar . 
Shri Uma Charan Patnaik . 
Shri M . 8 . Gurupadaswamy . 
Shri Hirendra Nath Mukerjee . 
Shri Girtaj Saran Singh . 
Shri Rayagan Seshagiri Rao . 
Shri Rameshwar Sabu . 
Shri Awadheshwar Prasad Sinha , 
Pandit Eelkrishna Sharma. 
Pandit Kriahna Chandra Sharma. 
Shri T . R . Negwi. 
Sbri Jaipal Singh . 
Shri Ajit Singh , 
Shri S . V . Ramaswamy. 

( 379 ) 


380 THE GAZETTE OF INDIA , AUGUST 18 , 1952 


[ PART II - SBO. 2 


Council of States 
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Shri Jagannath Das . 
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Shri M . Govind Reddy . 
Shri Pir Mohammad Khan . 
Shrimati Mona Hengman . 
Shri H , D , Rajah . 
Shri K . C . George. 
Shri C . G . K . Reddy. 

REPORT OF THE JOINT COMMITTEE 
The Joint Committee to which the Bill to provide for the constitution 
and regulation of certain Air Force Reserves and also an Auxiliary Air 
Force and for matters connected therewith was referred have considered 
the Bill and I now submit this their Report , with the Bill as amended by 
the Committee annexed thereto . 

Upon the changes proposed which are not formal or consequential, 
the Committee make the following observations : 

Clause 2 , -- Sub -clause (b ) has been amended so that the competent 
authority may , in appropriate cages , consist of a committee of two or more 
air officers . 

Clause 3 .- A slight drafting alteration has been made so as to make 
it clear that there may be different competent authorities for different 
areas. 

Clause 5 . – A new gub -clause has been added to enable members of 
the Air Defence Reserve and the Auxiliary Air Force to be appointed to 
the Regular Air Force Reserve . 

Clause 1. - A maximum limit of 5 years has been fixed in relation to 
the extension of the normal period of service in the Regular Air Force 
Reserve . 

C lauso 10 , - This is a new clause which bas been added to provide for 
classification of officers and airmen in the Air Defence Reserve on the 
game lines on which such classification is made in the case of the Regular 
Air Force Reserve under claugo 6 . 

Clauso 11 (original clause 10) . - A new category of persons has been 
added in sub - clause (1 ), in riler to bring within the grope of the sub 
clause persons who are employed in connection with aerodromas or in 
connection with the control and movement of aircraft . Other amendments 
are consequential . 

Clause 19 (original clauso 12).- In sub - clause (1), the provision relating 
to the time- limit has been omitted and it is left to the competent authority 
to fix guch time as it may deem fit . Sub - clause ( 2) has been omitted as 
being unnecessary . 

Clause 16 (original clause 16 ). — The provision relating to the time- limit 
has been omitted to bring this clause in conformity with clause 13 [original 
sub -claugo (1) of clause 12 ] as amended . 
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Clause 17 (original clause 16 ). In this clause a new sub - clauso has 
been added to provide for the termination of membership of the Air Defence 
Reserve on completion of the age specified in sub - olause (1 ). 

Clause 19 (original clause 18 ).m - The olassification has been brought 
in line with the classification in the Regular Air Force Reserve under 
clause 6 . 

Clauso 84 (original clause 23). — The Joint Committee is of opinion that 
there should be an Advisory Committee in every State irrespective of the 
fact whether any squadrons or units of the Auxiliary Air Foroe are 
stationed in that State . Such an Advisory Committee will be helpful in 
the formation of such squadrong and units and for carrying on generel 
propaganda for recruitment to the Auxiliary Air Force . This clause has 
been amended accordingly . 

Clause 25 (original clause 24 ). The Joint Committee think that the 
period of truining should be prescribed under the rules . Sub - clause (a ) has 
been amended accordingly . In sub -clause (c ), the words in an emcrgenoy 
have been omitted as being unnecessary . 

Clause 29 (original clause 28). - The Joint Committee feel that per 
sons who are already in employment and who join any of the Reserves 
or the Auxiliary Air Force should not suffer any pecuniary loss in the 
shape of & reduced remuneration , It has , therefore , been provided that 
in the public interest the employer should make good the difforence, if 
any, in the remuneration . Such liability of the employer has been 
restricted to the period of training only which is not likely to exceed a 
month in any year. The clause has been amended accordingly , 

( la upo 34 (original clause 33 ). - A specific clause has been added for 
rules being made in respect of the period and manner of training of mem 
hers of any Air Force Reserve and the Auxiliary Air Force . It has also 
been provided that the rules shall be laid before Parliament . 

. . The Bill was published in the Gazette of India , Part II, Section 2 , 
dated the 31st May , 1952 . 

3 . The Joint Committee think that the Bill has not been so altered 
as to require circulation and they recommend that it be passed as now 
amended . 

N . GOPALASWAMI, 

Chairman of the Joint Committee . 
NEW DELHI ; 
T he 1st August , 1952 , 


MINUTES OF DISSENT 

I 
I am constrained to submit this note of digsent to the majority 
report of the Joint Select Committee on the Reserve and Auxiliary Air 
Force Bill, 1952 . 

2 . Tho purpose of constituting auxiliary forces , according to me in to 
give the necessary training in the technique of defence to the people , 
to enable them to successfully defend their country in any emergency , 
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Provisions in the Bill regarding the liability to be called up for service 
in clause 25 seems to defeat this purpose. 

3 . Auxiliary forces should not often be called up for service ; other 
wise they would practically become one branch of the regular forces , 
with one advantage to the state that they need not be remunerater 
when actually not in active service . The liability for service ghoula 
be as little as possible to give greater encouragement for the people to get 
themselves enrolled in the Auxiliary Forces . 

4 . Therefore , I hold that the Auxiliary Air Forces should not be called 
up for service : 

(i) except in an emergency proclaimed by the President under 
article 852 of the Constitution ; 

( ii) abroad ; and 

( iii) in aid of Civil power . 
5 . I min rengly of the opinion that clause 24 of the Bill should be 
amend - d accordingly . 

P . T . CHACKO . 
New Delar ; 
The 1st August, 1982 . 


II 


While welcoming wholeheartedly steps to create Air Force Regerves , 
I must , in the first instance , say that the Bill appears to have been 
drafted in a hurry , without first finalizing the plans for the creatiori 
of the reporter. It would have been well if plans for the reserves had 
been worked out in detail, before bringing the Bill forward . 

2 I disagree with the principles underlying the classification of the 
three reserves . I hold strong views against the creation of reserves to 
our Armed Forces, in which the personnel would feel uncomfortable , or 
are made to feel that they are inferior to those in the regular forces, 
in any way. It is essential that the privileges and the status in all the 
sections of our forces are uniform . There should be free mobility , 80 
that the finest of our forces , to whatever section they belong , will be 
able to reach the top . It is my opinion that there should be no im 
pediment , legal or otherwise , in the way of a member of our reserves 
being absorbed into the regular forces, subjeot to his proving his 
capacity . 

3 . I therefore suggested that just as in our Navy on the Air 
Forces or other countries , there should be only two reserves : (8 ) the 
reserve of qualified men , and (b ) the reserve of civilian volunteers . In 
the former roserve there should be no distinction between the civil avis 
tion pilots who have the necessary flying experience and those who have 
served in the regular Air Force . I also suggested that as in the Navy , 
the personnel of the Volunteer Reserve should be eligible for the regular 
reserve , and ultimately for the regular Air Force, subject to their being 
found suitable . 

4 . The Committee accepted the principle of mobility , but I think 
caricatured it , because they did not see their way to accept the basic 


ecold be no distinctione civilian polunte (a) the 
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frinciple which would make this mobility real. The Bill, as is being 
presented , seeks to create a " caste " between the Regular Reserve and 
the Air Defence Reserye . This, in my opinion would vitiate against the 
morale of the personnel in the lower rung of the reserves. 


5 . Although the Committee has not accepted my suggestion , perhaps 
due to the inconvenience of materially changing the Bill, necessitating oir 
oulation , I would urge that an amendment may soon be brought to en 
gure happy and equal relations that ought to exist between one reserve 
and another and the reserves and the regular forces . 


dulation , I would urge relations that y& qular forc 


6 . Subject to this dissent I welcome the creation of the reserves to 
our Air Force, and congratulate the Defence Minister on his step . 


C . G . K . REDDY. 


NEW DELHI; 
The 1st August, 1952. 


III 


We regret to bave to add this Minute of Dissent from the majority 
of our colleagues on the Joint Committee . 


2 . We take a very serious objection to the conscriptive nature of the 
Bill , as is clear in clause 15 which says that " the person upon whom 
the notice is served shall be deemed to be enrolled in the Reserve as 
from the day bo specified . ” No option is given to such a person . But 
on the other hand , if the competent authority considers a person fit for 
enrolment in the Air Defence Reserve, he has no escape . It is wrong 
in principle to introduce conscription as a general feature and when the 
situation does not warrant it . We, therefore , suggest that a third 
Proviso to clause 10 be added exempting those who do not want to 
serve . We raised this question in Committee , but it was not accepted . 


3 . We take a very serious view of Clause 24 (b ) which lays down that 
every member of an Air Force Reserve or the Auxiliary Air Force shall 
be liable to be called up for service in aid of the civil power . We wel 
come, of course , the idea of ussistance to the civil power by our Air 
Force in the sphere of beneficent public work like, for example , quick 
transport of food to deficit and scarcity areas . But during discussion 
in Committee , it was plain that Government contemplates , even when 
there is no emergency , the requisitioning of the Reserve and Auxiliary 
Air Forces for quelling civil disturbances . We fear it is wrong in prin 
ciple . It is wrong to expect members of the Reserve and Auxiliary Air 
Force who live with their fellow -citizens peacefully to suppress them 
As members of the Armed Forces . We feel that an exception should 
have been made in the case of personnel of the Reserve in respect of 
their liability to aid civil power in the maintenance of what is called 
Law and Order . We are convinced that many promising entrants to 
the Auxiliary Air Force will be deterred by this provision in the law , 
which , in our view , militates against the normal decencies of democratio 
life . We pressed in Committee for the deletion of Claube 24 (b ), but in vain . 
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4 . In regard to Clause 24c), we wanted to retain the words " in an 

energency . We feel it is only right that volunteers recruited , as the 
Statements of Objects and R - osong points out , " in order to ontole quick 
expansion of our Air Forces ) in an emergency shall not be required when 
there is no emergency to serve abroad . The kind of training which is 
euvisaged for them does not, quite obviously , require their having to 
collect experience away from India . We wish as many of our citizens 18 
possible to have access to opportunities of learning to defend our country . 
We see no reason to cloud the issue by insisting on the liability of such 
citizeng for servioo abroad. We know , of course , that in any energency 
the whole picture changes , but that is another story and that does act 
coq e within the ambit of this Bill . 


HIRENDRA NATH MUKERJEE 
M . S . GURUPADASWAMY 

K . C . GEORGE. 


New Delhi; 
The 1st August, 1962. 


IV 
The importance and urgency of the proposed measure can hardly bo 
over - estimated , although the game have been obscured by other matters 
The reserve and Auxiliary air forces are calculated to augment our limited 
sir strength , to reinforce our mengre air forces with well -trained , part-time, 
non -regular personnel. The Bill seeks to enlist civilian Co -operation in 
organizing and manning the civilian air defence of the country and pro 
viding cheap and efficient second lines of reserves . 


2 . The Joint Select Committee has considerably improved the pro 
visions of the Bill by providing , inter alia , for the laying of the rules on 
the table of the Houses of the Parliament, for the establishnient of 
Advisory Committee in cvery State , for due compensation to the skilled 
personnel in private employ and for opportunities to the Auxiliary and air 
defence regerve officers and men to be absorbed in the regular reserva, 
While associating myself in general with the report of the Joint Select 
Conmittee , I have to make the following observations in the interests of 
the forces that the Bill seeks to build up : 


( 1 ) It is regretted that this is intended only to be a " porinissive piece 
of legislation " . The implernentation of the provisions of the Bill is an 
urgent necessity in view of the requirements of national defence ; and funds 
have to be found for the purposo. It is not known how far the Committee 
of experts said to be examining tho reduction in army expenditure have 
progressed with their work ; they can gucceed only if they confer with other 
departments and obtain facilities for ex -army personnel in other fields of 
Activity . But all such pavings from the army budget ( to be effected after 
careful planning so as not to throw out army personnel only to swell the 
ranks of the unemployed ) have to be utilised for the proposed air force 
reserves And nuxilinrics , As also for their navy and army counter parts . 


* ; they can succormy personnel in the cited aftur 
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( 2) The rules, at least, must make suitable provisions for attracting 
and training the civiliang in national defence. All western nations , in 
cluding the “ Demooracies " , have adopted Conscription in some form or 
other for national defence ag well as for developing their national resources . 
Their “ National Security " or " National Service " Acts and the ull out 
mobilization and all-round reorganization thereunder , indicate the new 
approach of the nations which were hitherto having voluntary -recruitinent 
98 their policy . We have therefore to adopt , not their present set -up, but 

the methods they formerly pursued to make the conditions of voluntary 
recruitment to the civilian forces ( Volunteers , Territorials and Auxiliaries ) , 
attractive . Suitable " Schemes " have to be formulated for the purpose . 


(8 ) From the view - point outlined in paragraph (2 ) Bupra , we could 
hava omitted sub - clause ( b ) of clause 25 of the Bill as amended by the 
Joint Select Committee . It is true that compulgory military service has 
become the order of the day in ather countries , thus every conscript during 
service or whon otherwise embodied , being liable for duties as now laid 
down . Further , olause 20 of this Bill provides for the application of the 
Air Force Act , 1950 , during training or when embodied ; the Criminal 
Procedure Code (Second Amendment ) Bill , recently passed in both the 
Houses , also makes similar provisions. In any case , it is not likely that 
any popular government with its full array of police and regular armed 
forces will call forth the civilian volunteers or auxiliaries in aid of civil 
power. Hence , omission of thig sub - clause , or qualifying it by adding 
* during floods, famines, epidemics or other national emergencies " would 
have made Auxiliary Air service more attractive, 


(4 ) Very careful planning will be necessary for making the envisaged 
organization & BUOCO88 . The rules have to provide for the close associa 
tion of representative civilians in building up the national defences. The 
organization of civil defence units , the reorganization of the N . C . C , with 
duo emphasis upon its air and naval wings , the organization of army terri 
torials for coast guard , anti-air craft and Allied duties , the protection of 
essential and defence industries , the organization of gemi military civilian 
institutions like Flying - clubs , Rifle -clubs, glider -c ] ubs, scouts associations 
(especially air and son scouting) have all to be co -ordinated through Unit , 
State and Central Advisory Committees as envisaged in the Act . 

(5) The Air Force Volunteers under the Indian Air Force Volunteer 
Reserve (Discipline ) Act of 1989 ( corresponding to the envisaged air force 
auxiliaries ) form the bulk of the Indian Air Force today . But l ecruitment 
to the A . I. F . V . Reserve was stopped during the war. The I. A . T . C . 
(Indian Air Training Corps ) attached to Colleges and Universities was also 
dizbanded after the war ; the air wing of the N . C . C . is just making & 
beginning. The civil defence organizations started during war were also 
abolished . The Air Defence Reserve Bill was introduced in 1950 and 
allowed to lapse . It is hoped that the present Bill will be effectively 
implemented so that it marks a new era in the history of our defence 
crganization , 


UMA CHARAN PATNAIK . 


New Delhi; 
The 1st August , 1982. 
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(AS AMENDED BY THA JOINT COMMITTW ) 


( Words ridolinod or underlined indioato the amendmonto suggested by 

the Committee , astorisks indicato omissions). 


Bill No. 35 OF 1952 


A Bill to provide for the conetitution and rogulation of certain Air Foroa 

Rogorvos and alao an Auciliary Air Force and for mattors connected 
thorowith . 
Be it enacted by Parliament as follows :-- - 

CHAPTER 5 


PRALIKINARY 


1 . Short title, extent and commencement. - ( 1 ) This Act may be called 
the Reserve and Auxiliary Air Forces Act, 1952. 

(2 ) It extends to the whole of India . 

(3 ) This Chapter shall come into force at once , and the remaining 
provisions shall come into force on such date as the Central Government 
may , by notification in the Official Gazette , appoint, and different datea 
may be appointed for different provisions . 
2 . Definitions . In this Act, unless the context otherwise requires -- 

(a ) " Air Force Reserve " means any of the Air Force Reserves 
* raised and maintained under this Act ; 

(6 ) " competent authority " means an air officer or a committee 
consisting of two or more air officers appointed under section 8 ; 

(c) prescribed " means prescribed by rules made under this Act ; 

(d ) all other words and expressions used herein and defined in 
the Air Force Act, 1950 (XLV of 1960 ), and not hereinbefore defined 
shall have the meanings respectively assigned to them by that Act . 

3 . Appointment of competent authority .- - The Central Government 
mgy , by notification in the Official Gazette , appoint an air officer or a com 
mittee consisting of two or more air officers to perform all or any of the 
funotions of the competent authority under this Act for such area as may 
be specified in the notification , 


CHAPTER I 


REGULAR AIR FOROR RESERVE 


4 . Constitution of Regular Air Forco Regarye. - The Central Govern 
mont may raise and maintain in the manner hereafter in this Chapter 
provided an Air Force Regerve to be designated the Regular Air Foroo 
Reservo which shall consist solely of persons trangferred or appointed , to 
it under section 8 . 
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5 . Recruitment to the Regular Air Force Reserve. - ( 1) The competent 
authority may , by general or special order , transfer to the Regular Air 
Force Reserve 

(a ) any officer or airman of the Air Force who under the terme. 
and conditions of his service is liable to serve in any Air Force Reserve 
if and when constituted ; 


(6 ) any officer or airman of the Air Force whose commission or 
engagement in the Air Force has been terminated before the com 
mencement of this Act and who under the terms of his commission 
or engagement was liable to serve in any Air Force Reserve it and 
when constituted ; 


( c) any officer or airman who has served in the Air Force and 
has retired therefrom ; 


and any officer or airman so transferred shall be deemed to be a member 
of the said Reserye . 


( 2) The competent authority may , in such circumstances and subject 
to such conditions as may be prescribed , by special order, appoint to the 
Regular Air Force Reserve any member of the Air Defence Reserve or 
the Auxiliary Air Force raised and maintained under this Act , and where 
any such member is so appointed , he shall cease to be a member of the 
Air Defence Rogerye or the Auxiliary Air Force , as the case may be , and 
shall as from the date of such appointment be deemed to be a member 
I of the Regular Air Force Reservo . 


(3) The competent authority may, for reasons which in * * * its opinion 
are sufficient , cancel any order made under sub -section ( 1) or sub -section 
( 2 ) and on the cancellation of such order the person in respect of whom 
the order had been made shall cease to be a member of the Regular Air 
Force Reserve. 


6 . Olasses of persong in the Regular Air Torco Rosorvo . - Members of 
the Regular Air Force Reserve shall be divided into the following classes, 
namely : - 

(a ) general duties officers, 
(b ) ground duties officers , and 

( o) airmen , 
and every officer shall be entitled on transfer or appointment to the 
Reserve to hold the same rank as that which he last held in the Alr 
Force , or the Air Defence Reservo or the Auxiliary Air Force , as the case 
may be , before such transfer or appointment . 


7. Period of service . — ( 1) Every member of the Regular Air Force 
Reserve shall be liable to serve in the Reserve 

( a ) if he is transferred to the Reserye under sub -section ( 1) of 
section 6 , for the period of his Reserve liability ; and 
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(b ) if he is appointed to the Reserve under sub - section ( 2 ) of 
geotion 5 , for the remainder of tho period for which he was lable to 
serve in the Air Defence Reserve or the Auxiliary Air Force , as the 
0480 may be : 


Provided that the competent authority may require any such 
member to serve in the Reserve for such further period or periods 
not exceeding in the aggregate five years as it may think fit. 


Explanation 1.- - For the purposes of this sub - section , " perjod 
of Reserve liability " in relation to any member of the Regular Air 
Force Reserve means the period for which under the terms and 
oonditions of his service in the Air Force he was liable to serve in 
any Air Force Reserve if and when constituted . 

Explanation 11 . - In computing the period of Reserve liability in 
relation to any member of the Regular Air Force Reserve whose 
commission or engagement in the Air Force was terminated before 
the commencement of this Act , the period which has elapbed between 
ench termination and the date of such commencement shall bo ilolud 


ed . 


( 8 ) Notwithstanding anything contained in sub -section ( 1), no person 
sball be liable to serve in the Reserve after attaining the prescribed age . 


8 . Termination of gervice in the Reserve . — Every member of the 
Regular Air Force Reserve shall , on completion of the period of his gervice 
therein , cease to be a member of the Reserve . 


CHAPTER III 

Ain DEFENOE RESERVE 
9 . Oonstitution of Alr Defence Reserve.--- The Central Government 
may raise and maintain in the manner hereafter in this Chapter provided 
an Air Force Reserve to be designated the Air Defence Reserye which 
shall consist of persons deemed under the provisions of section 16 
to bo enrolled therein . 


10 . Classes of persons in the Air Defence Rogerve . - Members of the 
Air Defence Reservo shall be divided into the following cla8808 , namely : 

(a ) general duties officers ; 
(b) ground duties officers ; and 

(c) airmen . 
11. Obligation to register. - (1) Evory citizen of Indin who 

(a ) holds or has held a public transport pilot s licenco (" B " 
Licence ) issued under the Indian Aircraft Rulos, 1937, or 

(b ) has had not less than two hundred hours experience of solo 
flying , including not less than thirty landings , or 

(o ) holde or has held a first class navigator s licence issued under 
the Indian Airoraft Rulos , 1987 , or 
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(d ) has had at least four years sviation experience during which 
at least six hundred hours shall have been spent in the air , not legs 
than one hundred hours of such experience being experience of navi 
gation in the air , or 

(e ) holde or has held a first class radio telegraph operator s licence 
issued under the Indian Aircraft Rules , 1987, or 

) holds or has held a radio telephone operator s licence issued 
under the Indian Aircraft Rules , 1987, or 

(9 ) holds or has held a licence as ground engineer in any of the 
categories A , B , C , D or X jesued under the Indian Aircraft Rules , 
1997 , or 


(h ) is or was at any time employed in connection with any aero 
drome or in connection with the control and movement of aircraft , 
in such capacity as may be prescribed , 


shall within the prescribed period correctly fill up , or cause to be filled 
, up , to the best of his knowledge and belief the prescribed form , and sign 
and lodge it with the competent authority nearest to his usual place of 
residence or business : 


Provided that nothing contained in this sub -section shall apply 

(i) to any person belonging to any of the classes specified in 
clauses (a ) to (f), if he has attained the age of thirty - seven years ; or 

( ii) to any person belonging to any of the classes specified in 
clauses ( 9 ) and (h ), if he has attained the age of fifty years . 

(3 ) Without prejudice to the provisions contained in sub -section ( 1 ), 
the competent authority may , if it is gatisfied that the provisious of 
that sub - section apply to any person , by order in writing , require that 
person to furnish within such time such particulars as may be specified 
in the oriler and such person shall within the specified time furnish 
correctly to the best of his knowledge and belief the said particulars to 
the said authority in such form and manner as may be prescribed . 


12 . Liability to be called up for inquiry . Every person to whom the 
provisions of section 11 aro Applicable shall be liably to be called up 
for inquiry under section 18 

(2 ) if he belongs to any of the classes specifiod in clauses (a ) 
to ( ) of sub - soction ( 1) of section 11 until he has completed his 
thirty-seventh year , and 

(b ) if he belongs to any of the classes specified in clauses ( 9 ) 
and (h ) of the said sub - section , until he has completed his fiftieth 

Tear , 
13 . Calling -up for inquiry . — * * * The competent authority may cause 
to be served on any person for the time being lisible to be called up for 
inquiry under section 12 a written notioe stating that he is called up 
for inquiry regarding his fitness for service in the Air Defence Reserve 
and requiring him to present himself to such person and at guch place 
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and at such time * * * * as may be specified in the notice and to submit 
himself to inquiry by the * * * * seid person , 


14 . Modical examination . - Every person called up for inquiry under 
section 13 shall , if and when required by the cometent authority . 
prosent himself for examination before such medical officer as may be 
direoted by that authority and, for the purposes of such examination 
ghall comply with the directions of the medical officer . 


16 . Registration of persons congldered ft for enrolmont.-- If , efter 
such inquiry and medical examination as aforesaid , the oompotent authority 
considers a person fit for enrolment in the Air Defence Reserve, it shall 
inform him accordingly and enter his pame and other prescribed partioulare : 
in & register maintained in such form and manner as may be prescribed . 


10 . Calling up for service . The competent authority may causo to 
be served as any person whose name is entered in the register maintained 
in pursuance of section 15 a written notice stating that he is called 
up for service in the Air Defence Reserve and requiring him to present 
himself at such place and time * * * * and to such authority as may be 
specified in the notice ; and the person upon whom the notice is served 
shall be deemed to be enrolled in the Reserve * from the day 8a . 
specified . 


17 . Period of service.--- (1) Every person deemed to be enrolled 
the Air Defence Reserve shall be liable for service 


in 


(a ) if he belongs to any of the classes specified in clauses (a } 
to ( ) of sub-section (1) of section 11, until he has completed his forty 
second year ; 


(b ) if he belongs to any of the classes specified in clauses (9 ) 
and (h ) of the said sub -section , until he has complebed his fifty - fifth 
уев . 


( 2 ) Every guch person , on attaining the age specified in sub -section 
I (2 ), shall cease to be a member of the Air Defence Reserve . 


CHAPTER IV 


AUXILIARY AIR FORCE 


18 . Constitution of Audllary Air Force ( 1) The Central Government 
may raise and maintain in the manner hereafter in this Chapter provided 
an Air Force to be designated the Auxiliary Air Force . 


( 2 ) The Central Government may constitute fuck number of squad 
roris and units of the Auxiliary Air Force as it thinks fit and may disband 
or reconstitute any squadron or unib . 
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19 . Olasses of persons in the Auxiliary Air Force . — Members of the 
Auxiliary Air Force shall be divided into the following classes , namely : 


(a ) general duties officers ; 


(b ) ground duties officers ; and 


( c ) airmen . 


20 . Officers of the Auxiliary Air Force . - The President may grant to 
such person 48 he thinks fit a commission as an officer in the Auxiliary 
Air Force with designation of rank corresponding to that of any commis 
sioned officer in the Air Force . 


21. Persons eligible for enralment.-- Any citizen of India may offer 
himself for enrolment in the Auxiliary Air Force and may, if he satisfies 
the prescribed conditions, bo so enrolled on such terms as may be 
preęcribed 


22. Period of service . Every officer and every enrolled person shall, 
subject to any rules that may be made in this behalf under this Act, 
be required to serve in the Auxiliary Air Force for a period of five years 
from tho date of his appointment or enrolment but may , after the com 
pletiou of his period of service, volunteer to serve therein for further 
periods each of not more than five years duration , 


23. Termination of service . The service of any officer or enrolled 
person in the Auxiliary Air Forco may , at any time before the comple 
tion of his period of gervice, be terminated by such authority and under 
such conditions as my be prescribod , 


24 . Advisory Committoos. — 41) The Central Government shall , ag 
800n as may be nfter the commencement of this Act, constitute - - 

(a ) for the whole of India , a Central Advisory Committee ; 
(b ) for each State . * * * * a State Advisory Committee ; and 

(n) for every unit of the Auxiliary Air Force , & Unit Advisory 
Committee, 


(2 ) It shall be the duty of the Central Advisory Committee to advise 
the Central Government on matters connected with the Auxiliary Air 
Force generally , of the State Advisory Committee to advise the Central 
Government on matters connected with the formation of squadrons 
or units * in the State and squadrons or units already stationed in the State . 


(3 ) Thr duties, powerg and procedure of Advisory Committees and in 
particular tho matters in respect of which the Advisory Committees may 
be called ipon to give advice shall ha guoh as may be prescribed . 
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CHAPTER V 


LIABILITY AND DISCIPLINE OF MEMBERS OF RESERVE AND AUXILIARY AIR 

HORC # 8 


26 . Liability to be called up for sorvico . - Every member of an Air 
Force Reserve or the Auxiliary Air Force shall, during the period of his 
service , be liable to be called up 

(a ) for * training for such period as may be prescribed and for 
medical examination , 

(b ) for service in aid of the civil power, 

(c) for Air Force service in India or abroad . * * * 
28 . Application of Air Force Act, 1950 .. Every member of an Air 
Foro Reserve or the Auxiliary Air Force shall, when called up for trein 
ing , medical examination or for service under this Act, be subject to the 
Air Force Art , 1950 (XLV of 1950 ), and the rules made thereuler ini 
the same manner as a person belouging to the Air Forco and holding the 
same rank is subject to the suid Act and rules and shall continue to be 
80 subject until duly released from such {ruining, medical examination 
or scrvice , as the case may be . 


CHAPTER VI 


MISCELLANEOUS 


27 . Reinstatement in civil employ of persons required to perform 
service under this Act. - ( 1) It shall be the duty of every employer by 
whom a person called up under section 28 is employed to grant him 
such leave us mạy be necessary and to reinstate him in his employment 
on the termination of the period during which he has been so called up 
in an occupation and under conditions not legs favourable to him than 
those which would have becn applicable to him had he not been so called 
up : 

Provided that if the employer refuses to reinstate such person or 
denice his liability to reinstate such person , or if for any reason the re 
instatement of such person is represented by the employer to be imprac . 
ticable , either party may refer the matter to the prescribed authority 
and that authority shall, after considering all matters which may be 
put before him and after making such further inquiry into the matter 28 
may be prescribed , pass an order 

(a ) exempting the employer from the provisions of this section , 


or 


( b ) requiring him to re - employ such person on such terms as that 
authority thinks buitable, or 


( c ) requiring him to pay to such person by way of compensation 
for failure or inability to re - employ a sut not excecding an amount 
equal to six inonths romuneration at the rate at which his last re 
muneration was payable to him by the employer , 


PART II- Sgo, 2 ] THE GAZETTE OF- INDIA , AUGUST 18 , 1952 393 


and employer is contend to one thoustion (2), be shall be 


(2) If any employer fails to obey the order of any such authority 28 is 
referred to in the proviso to sub -section ( 1), he shall be punishable with 
fine which may extend to one thousand rupees , and the court by which 
an employer is convicted under this section shall order him (if he has 
not already been so required by the said authority ) to pay to the person 
whom he has failed to re - employ & Bum equal to six months remunera 
tion at the rate at which his last remuneration was payable to him by the 
employer , and any amount 80 required to be paid either by the said 
authority or by the court shall be recoverable as if it were a fine imposed 
by such court . 


(3 ) In any proceeding under this section it shall be a defence for an 
employer to prove that the person formerly employed did not apply to 
the employer for reinstatement within a period of two months from the 
termination of the period during which he was called up under section 25 . 


(4 ) The duty imposed by sub -section (1) upon an employer to grant 
leave to a person such as is described in that sub - section or to reinstate 
him in his employment shall attach to an employer who, before such 
person is actually called up under section 25 , terminates his employment 
in circumstances such as to indicate an intention to evade the duty 
imposed by that sub - section and such intention shall be presumed until 
the contrary is proved if the termination takes place after the issue of 
an order relating to that person under section 25 . 


28 . Preservation of certain rights of persons called up for service. 
When any person called up under section 25 has any rights under any 
provident fuud or superannuation fuud or other schemo for the benefit of 
employoes maintained in connection with the employment he relinquishes , 
he shulli continue, during tho period for which he has been so called up 
and if he is reinstated , until such reinstatement under the provisions of 
this Act, to have in respect of such fund or scheme buch rights as may be 
prescribed . 


29 . Pay and allowances. — (1) Every member of an Air Force Reserve 
or the Auxiliary Air Force shall , during the period of training or active 
service , receive such pay and allowances as are admissible to an officer 
or airman , as the case may be, in the corresponding rank , branch or trade 
of the Air Force . 


(2 ) Where any such member was in any employment immediately 
before he is called up for training under section 28 , the employer shall , 
during the period of the training, be liable to pay to him the difference , 
if any , between the pay and allowances which he would have received 
from the employer if he had not been called up for suoh training and the 
pay and allowances which he receives as such member while under train 


ing 


( 3 ) If any employer refuses or fails to pay to any such member the 
difference in pay and allowances as provided in sub -section ( 8 ), such 
difference in pay and allowances may , on application by the member toi 
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the prescribed authority, be recovered from the employer in such manner 
as may be prescribed . 

30 . Penalties — (1) If any person refuges or without lawful excuse (the 
burden of proving which shall lie upon guch person ) neglects to comply 
fully with the requirements of sub -Bootion (1 ) of section 11 or of 
Any order made under sub- section ( ) of that section or with the require 
ments of section 14 , he shall be punishable with fine which may extend 
to five hundred rupees . 

( 2 ) If any person wilfully fails to comply with any notice issued 
under section 18 or section 16 , he shall be punishable with imprisonment 
which may extend to six months , or with fine which may extend to one 
thousand rupees, or with both . 

31. Service of notico . - Any notice or order to be served on any person 
for the purposes of this Act may be sent by post to that person at his 
lest known address or may be served upon him in such other manner as 
raay be prescribed . 

32 . Competent authority to be public servant.-- For the purposes of 
this Act every competent authority and where the competent authority 
consists of a committee of two or more air officers , every member of the 
committee shall be deemed to be a public servant within the meaning of 
section 21 of the Indian Penal Code (Aợt XLV of 1860 ) . 

38 . Power of Central Government to grant exomptlona. - The Central 
Government may, for special reasons and subjeot to such conditions as 
may be prescribed , by order exempt any person from any obligation or 
liability under this Act or any particular provision thereof 

84 . Power to make ruleg . - ( 1) The Central Government may , by noti 
fication in the Official Gazette , make rules for carrying out the purposes 
of this Act . 

( 2 ) In particular , and without prejudice to the generality of the fore 
going power, such rules may provide for all or any of the following matters , 
namely : 

(a ) the composition and strength of any Air Force Reserye ; 

(b ) the olroumstances in which and the conditions subject to which 
any officer or airman may be transferred or appointed to the Regular 
Air Force Reserve under section 5 ; 

(0 ) the age beyond which persons shall not be liable to serve in 
the Regular Air Foroo Reserve ; 

( d ) the form and manner in which the partioulars required by 
sub -section (2 ) of section 11 shall be furnished ; 

( ) the form and manner in whloh registers shall be maintained 
in pursuance of section 18 , the partioulars to be entered therein , and 
the correction or revision of such partloulars from time to time ; 

the pay or allowances payable to persons called up for inquiry 
* * * * or medical examination * * * * under this Aot ; 
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(9) the terms and conditions subject to which & person may be 
enrolled as a momber of the Auxiliary Air Force ; 

(h ) the authority by which and the conditions subject to whiob 
the service of any officer or enrolled person in the Auxiliary Air Force 
may be terminated ; 

(i) the constitution and the duties , powers and procedure of 
Advisory Comunittees to be constituted under section 24 ; 

(i) the period and manner of training of members of any Air 
Force Reserve and the Auxiliary Air Force ; 

(k ) the manner in which and the conditions subject to which the 
rank of any member of an Air Force Reserve may be determined ; 

(1) the constitution of the authority for the purpose of section 27 
and the manner in which such authority may conduct any inquiry 
under this Act ; 

(m ) the authority to which an application under sub -section (3 ) 
of section 29 may be made and the miunner in which the difference 
in the pay and allowances may be recovered under that sub -section ; 

(n ) the manner in which any notice or order isgued or made 
under this Act may be served ; 

(0 ) the conditions subject to which any person may be exempted 
from any obligation or liability under this Act or any particular provi 
sion thereof ; 

(p ) any other matter which under this Act is to be, or may be , 
prescribed . 

( 3 ) Any rule made under this section may provide that & contravention 
thereof shall be punishable with fine which may extend to fifty rupees . 
1 ( 4 ) All rules made under this section shall be laid for not less than 
geven days before Parliament as soon as possible after they are made, 
and shall be subject to such moditigations as Parliament may make during 
| the session in which they are so laid or the session immediately following : 

38 . Amendment of sectiong 2 , 4 and 31, Act XLV of 1950. — In the 
Air Force Act , 1950 

(i) in section 2 , for clause (c ), the following clause shall be sub 
stituted , namely : -- 

" (c ) persons belonging to the Regular Air Force Reserve or 
the Air Defence Reserve or the Auxiliary Air Force , in the circum 
stances specified in section 26 of the Reserve and Auxiliary Air 
Forces Act, 1952 ; 

( ii ) in section 4 , for the words " the Indian Air Force Volunteer 
Reserve " , wherever they occur , the words " any Air Force Reserve 
or the Auxiliary Air Foroe " shall be substituted ; 

(iii ) in section 31 , for the words " the Air Force Reserve " the 
words " any Air Force Reserve or the Auxiliary Air Force " shall be 

substituted . 

36 . Repeal of Act XXXVI of 1939 . — The Indian Air Force Volunteer 
Reserve (Digcipline ) Act , 1999 , is hereby repealed . 
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The following Bill was introduced in the House of the People on 
11th August, 1952 : 

BILL * No. 92 of 1962 
A Bill to provide for the lery and collection of an estate duty . 
Be it enacted by Parliament as follows :-- 

PART I. - PRELIMINARY 
1 . Short title , extent and commencement . - ( 1) This Act may be called 
the Estate Duty Act, 1952 . 

(2 ) It extends to the whole of India except the State of Jammu and 
Kashmir . 

( 3 ) It sball come into force op such date as the Central Government 
may, by notification in the Official Gazette , appoint. 
2. Definitions. — In this Act , unless the context otherwise requires , - 

( 1 ) " affidavit of valuation " means the affidavit of valuation made 
under section 19 - 1 of the Court- fees Act , 1870 (VII of 1870 ), in 
connection with an application for the grant of representation ; 

( 2 ) " Board " means tho ( entral Board of Revenue constituted 
under the Central Board of Revenue Act , 1924 (IV of 1924 ) ; 

(3 ) " company ” includes anybody corporate waeresoever 
incorporated ; 

(4 ) " controlled company means a company which is deemed to 
be controlled by virtue of the rules made under sub - section ( 4 ) of 
section 17 ; 

(5 ) " Controller " means a person appointed to be & Controller of 
Estate Duty under section 4 and includes a person appointod to be a 
Deputy Controller of Estate Duty or an Assistant Controller of Estate 
Duty ; 

(6 ) " deceased porson ” and “ the deceased ” mean a person dying 
after the commencement of this Aot ; 

( 7) " estate duty ” means estate duty under this Act ; 

(8 ) " executor " means the executor or administrator of a deceased 
person and includes , as regards any obligation under this Act , any 
person who takes possession of , or intermeddles with , the estate of a 
deceased person or any part thereof ; 

(9) " general power ” includes every power or authority enabling 
the donee or other holder thereof to appoint or dispose of property as 
he thinks fit , whether exercisable by instrument inter vivos or by 
will or both , but exclusive of any power exercisable in a fiduciary 
capacity under a disposition not mndo by himself or exercisable as 
mortgagee ; 

( 10 ) " inoumbrances" includes mortgages and terminable charges ; 

(11) " interest in expectancy " includes an estate in remainder or 
revorsion and every other future interest whether vested or contingent, 
but docy not includo reversions expectant upon the determination of 
leases ; 


" Tho Provident hæc, in pureuonce of olayne ( ) of artlole 17 and clause (1 ) of article 
274 of the Conetitution of India , reoomry ended to the House of the People the intro 
duction of the Bil], 


= 
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( 12 ) " legal representative " means a person who in lew represents 
the estate of a deceased person , and includes any person who inter 
meddles with the estate of the deceased , and also includes, in the case 
where the deceased was a cuparcener of a Hindu family , the manager 
for the tiino being of the family ; 


( 13 ) " power to appoint property ” means power to determine the 
disposition of property of which the person invested with the power is 


dispositie 
owndescribed 
includes 
of Sale 


(14 ) " prescribed " means prescribed by rules made under this Aot ; 

( 15 ) " property " includes any interest in property, movable or 
immovable , and the proceeds of sale thereof and any money cr intest 
ment for the time bọing representing tho proceeds of sale : 

Explanation 1.-— The creation by a person or with his consent of a 
debt or other right enforceable against him personally or against pro 
perty which he was or might become compotent to dispose of, or to 
charge or burden for his own benefit , shall be deemed to have been 
te visposition made by that person , and in relation to such a disposi 
tion the expression property shall include the debt or right created . 

Explanation . . . The extinguishment at the expense of the 
deceased of a debt or other right shall be deemed to have been a dis 
position made by the deceased in favour of the person for whose benefit 
the debt or right was extinguished , and in relntion to such a dis 
position the expression property " sbull include the benefit conferred 
by the extinguishment of the debt or right ; 

( 16 ) " property passing on the death " includes property . passing 
either immediately on tho denth or aftor any interval, either certainly 
or contingently , and either originally or by way of substitutive 
limitation , and " on the death " includes " et n period ascertainable 
only by reference to the death " ; 

( 17 ) " representation " means probinte of a will or letters of 
administration ; 

( 18 ) " settled property " means property which stands limited to , 
or in trust for , any persons, natural or juridical, by way of succession , 
whethor the settlement took effect before or after the commencement 
of this Act ; and " Mettlement " means any disposition , including a 
dedication or endowment , whereby property is settled ; 

(19 ) “ Valuer " means a Valuer appointed under section 4 , 
3 . Interpretation . — 11 ) For the purposes of this Act 

(a ) A person shall be deemed competent to dis [inse of property 
if he has such an estate or interest thercin or such general power ag 
would , if he were sui juris, enable him to dispose of the property ; 

(6 ) a person shall be deemed to dispose of property to which he 
has acquirod title , even if he has acquired title to it in ono form and 
disposes of it in another ; 

( c ) a disposition taking effect out of the interest of the deceased 
shall be deemerl to have been made by him , whether the concurrence 
of any other person was or was not required ; 

( il ) money which a person has a general power to charge on the 
property of another person shall be doemed to be an interest in that 
property of which the former has power to dispose ; 
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(© ) the domicile of a person shall be determined 88 if the 
provisions of the Indian Succession Act , 1925 (XXXIX of 1928 ), on the 
subject applied to him . 

( ?) In Parts II and III of this Act , any reference to any interest dis 
posed of, policy of insurance effected , annuity or other interest purchased 
or provided or to any gift , settlement, disposition or transfer of property 
made , shall be construed as including any such interest , policy , annuity , 
gift, settlement or disposition , as the case may be, whether it was disposed 
of, effected , purchased or provided , or made before or after the commence 
ment of this Aot . 

4 . Estate duty authorities. - ( 1 ) There shall be the foilowing uuthori 
ties for the purposes of this Arts, namely : 

( a ) the Board , 
( b ) Controllors of Estate Duty , 

( c ) Valuers . 
( 2 ) The Central Government may au point as many Controllers of 
Estute Duty as it tliinks fit and they shall , gubject to the control of the 
Board , perform their functions in respect of such estates or classes of 
estates and such areas as nre assigned to them by the Board . 

( 3 ) The Central Government shall, within twolve months after the ccm 
inencement of this Act and may thereafter from time to time, appoint a 
sufficient number of qualified persons to act as Valuers for the purposes 
of this Act and shall fix & scule of charges for the remuneration of such 
Persons . 

(4 ) Subject to the rules and orders of the Contral Government regulating 
the conditions of service of persons in public services and posts , a 
Controller may appoint such executive or ministerial staff as may be 
necessary to assist him in the execution of his functions . 

(5 ) All officers and porsons employed in the execution of this Act , 
other than Valuers , shall observe and follow the orders , instructions and 
directions of the Board . 

PART II. - IMPOSITION OF ESTATE DUTY 

Extent of charge 
5 . Levy of estate duty . — 11) In tho case of every person dying after 
the conimencement of this Act , there shall, save as hereinafter expressly 
provided , be lovied and paid upon the principal value ascertained as 
hereinafter provided of all projerty , settled or not settled , including 
agricultural lanıl situate in the States sperified in the Schedule to this 
tet, which passes on the death of such person , a duty called " cxtito 
duty " at the rates fixed in accordance with section 84 . 

(9 ) The Central Government may , by notification in the Official 
Gazette , all the names of any other States to the Schedule in respcot 
whereof resolutions bave been passed by the Legislatures of those States 
that Parliament may legislate in respect of estate duty on agricultural 
landis situate in those States, and on the issue of any such notification the 
Stutes so udeledd shall be deemed to be States spocified in the Schodule 
within the meaning of sub -section (1). 

Property which is deemed to pass 
6 . Property within disposing capacity .-- Property which the deceased 
was at the time of his death competent to dispose of shall be deemed to 
Pasg on his death . 
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7 . Interests ceaging on death ( 1) Subject to the provisions of this 
Bection , property in which the deceased or any other person hud il 
interest ceasing on the death of the decoased shall be deemed to pass on 
the deceased s death to the extent to which a benefit accrues or arises 
by the cessor of such interesi , including , in particular, al copercenary 
interest in the joint family property of t Hindu fainily governed by the 
Mitaksharu , Marumakkattayam or Aliyasantana law . 

(2 ) If a member of a Hindu comarcenary governed by tho Mitakshara 
school of law dies , then the provisions of sub - section ( 1) shall not apply 
with respect to the interest of the deccased in the coparcenary property 
uuless the deccased bud completed bis cighteenth year, or unless , at the 
time of his death , his father or other male asi ondant in the malc line was 
not a coparcener of the same fanily . 

Explanation . - Where the deceased was also a member of a sub - copar 
cenary (within the coparcenary ) possessing separute property of its own , 
the provisions of this sub - section shall have effect separately in respect of 
the coparcenary und the sub -ouparcenary . 

( 3) If a member of any tarwad or tavarhi governed by the Maru 
inakkattayam rule of inheritance or a member of a kutumba or kavaru 
governed by the Aliyasantana rule of inheritance dies , then the provisio .is 
of sub section ( 1 ) shall not apply with respect to the interest of the 
deceased in the property of the tarwad , tallazhi, kutumba or kavaru , as 
the case may be , unless the deceased had completed his eighteuth year 

(4 ) The provisions of sub -secti n (1) shall not api ly to the property in 
which the deceased or any other person had an interest only as holder oſ 
an office or recipient of the benefits of a charity , or 9 n corporation solo . 

8 . Gifts mortis cau8u . -- Property taken as it gift made in contemplation 
of dentli shall be deemed to pass on the donor s death . 

Explanation . In this scction , the expression “ gift made in contem 
plation of deatlı " has the same mennin ? As in section 191 of the Indiau 
Succession Act, 1925 (XXXIX of 1925 ). 

9 . Glits within & certain period before death . - Property taleu under 
disposition made by the deceased purporting to operate is an inmediate 
gift inter vivos whether by way of transfer, delivery, declaration of trust , 
settlement upon persons iu succession , or otherwise , which shall not have 
been bona fide made two years or more before the death of the deceased 
shall be deemed to pass on the death : 

l rovided that in the case of gifts made for public charitable purposes 
the period shall be six months . 

10 . Gifts whenever made where donor not entirely excluded . - Pro 
perty tnken under any gift , why never muc, shall be deemol to pung on 
the donor s death to the extent that bona fide possession and enjoyment 
of it was not immediately assumed by the donee and thenceforward re 
tained to the entire exclusi Lyf the donor or of auy benefit to him by con 
tract or oberwise : 


l rovided that the property shall not be decmed to pass by roason only 
that it wil9 not , as from the date of the gift , exclusively retained ag 
Aforesnid , if , by means of the surrender of the reserver beneñit or other 
wise , it is subsequently enjoyed to the entire exclusion of the donor or of 
any benefit to him for at least two years before the death . 
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11, Limited latereais disposed of within a certain porlod before 
death .- ( 1 ) Subject to the provisions of this section , where an interest 
limited to Curse on doath has been disposed of or has determined 
whether hy surrender, assurance , divesting , forfeiture or in any other 
manner (except by the expiration of a fixed period at the expiration of 
which the intorcst was limited to cease ), whether wholly or partly , aud 
whether for value or not , after becoming an interost in possession , 

la ) if apart from the disposition or determination the property in 
which the interest subsisted would have passed on the death under 
section 5 , that property shull be deemed by virtue of this section to 
be included us to the whole thereof ir : the proporty passing on the 
dcath ; or 

(5 ) if apart from the disposition or determinaticn the property 
in which the interest subsisted would have been doemcd by virtue 
of section in to be included to a particular extent in the property 
pussing on the death , the property in which the interest subsisted 
shall be deemod by virtue of this section to be included to that extent 
in the property passing on the death . 

(0 ) Where the relevant disposition or determination was bona fide 
effectel or suffered not less than two years before the death (or , if it 
was effected or sufforod for public charituble purposes , not less than six 
months before the death ), tlie preceding sub -section shall not have effoct 

(a ) it bona fide possession und eujoyment of the property in 
which the interest subsisted was assumed immediately thereafter 
by the person becoming entitled by virtue of or upon the disposition 
or determination and thenceforward retained to the entiro exclusion 
of the person who had the intorest and of any benefit to him by 
contruct or otherwiso : or 

(b ) in the case of u partial determination , if the conditions 
specified in the preceding paragraph were not satisfied by reason only 
of the retontion or enjoyment by the deceased of possession of some 
part of the property , or of somno benefit , by virtue of the provisions 
of the instrument under which he had the interest : 

Provided that nothing in this sub - section shall be construed as affecting 
any charge of estate duty Arising otherwise than by virtue of the provisions 
of the preceding sub - soction . 

(3 ) In the application of sub -section ( 1 ) to a case in which an incum 
brance on the property in which the interest in question subsisted has 
boer created by Associated operations (as hereinafter defined in section 
26 ) wbich included & disposition of that interest, references to that 
property shall be construed us references to that property free from the 
incumbrunco , except in a cage in which the incumbrance was created for 
consideration in money or inopoy s worth which was applied for pur 
poses onlculated to inaintain or incround the valuo of that properly , and , 
in that case , shall be construecks references to that property subject to 
the incumbranco to the extent to which the consideration was so applied . 
12 . Settlements with Poservation , 

Z erty pagsing under any 
settlement made by the deceased by dea or may other instrument not 
taking offoct as a will whereby an interost in such property for life or any 
other period determinable by reference to death is reserved either expreys . 
ly or by implication to the settlor or whereby the settlor may have re 
served to himself the right by the exercise of any power , to restore to 
himself or to reclaim the absolute interest in such property shall be 
deemed to pass on the settlor s death . 
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Explanation . - A settlor reserving an interest in the settled property for 
the maintenance of any of his relatives (as defined in section 26 ) or of 
himself and any of his relatives shall be deemed to reserve an interest 
for himself within the meaning of this section . 

13 . Joint investments . -- Where # person , having been absolutely en 
titled to any property or to the funds with which any property was 
purchased , has caused it to be transferred to or vested in himself and any 
other person jointly, whether by disposition or otherwise , either by him 
self alone, or in concert, or by arrangement, with any other person so 
that the beneficial interest in some part of that property pagses or acorues 
by survivorship on his deuth to the other person , the whole of that pro 
perty shall be deemed to pass on the death . 

14 . Policies kept up for a doneo . (1 ) Money received under a policy 
of insurance effected by any person ou his life , where the policy is wholly 
kept up by him for the benefit of a donee , whether nominee or assignee , 
or a part of such money in proportion to the premiums laid by him , wbure 
the policy is partially kept up by him for such benefit , shall be deemed to 
pasg on the death of the assured . 

Explanation . — A policy of iusurance on the life of a deceased person 
effected by virtue or in consequence of a settlement made by the deceased 
shall be treated as having been effected by the deceased . 

( 3 ) For the purposes of sub -section ( 1 ), Bo much of the premiums paid 
on any policy of insurance as was, by virtue or in consequence of a settle 
ment made by the deceused , paid out of property , whether or not provided 
hy the deceased , comprised in the settlement or out of iucunt, whether 
or not provided by the deceased , arising under the settlement , shall be 
treated as having been paid by the deceased : 

Provided that any payments which were not made either out of pro 
perty provided directly or indirectly by the deceased for the purposes of 
the settlement , or out of property representing that property , or out of 
income provided directly or indirectly by the deceased whether arising 
from such property or otherwise , shall not be treated as having been made 
by the deceased if the Controller is satisfied that those payments were 
not inade as part of any reciprocal arrangements between the deceased 
and any other person . 
( 3 ) For the purposes of this section , 

(a ) the expression " settlemont" includes any disposition , trust, 
covenant , agreement or arrangument ; and 

(b ) a person shall be downlod to have made a settlement if he 
has made or entered into the settlement directly or indirectly , and in 
particular (but without prejudice to the generality of the foregoing 
words of this clause ) if he has provided or undertaken to provide funds 
directly or indirectly for the purposes of the settlement, or has made 
with any other person a roviprocal arrangement for that other person 

to make or enter into the settlement . 

16 . Annuity or other interest purchased or provided by the deceased . 
Any annuity or other interest, including moneys payable under a policy of 
life assurance , purchased or provided by the decoased , either by himself 
alone or in concert or by arrangement with any other person shall be 
deemed to pass on his death to the extont of the beneficial interest accru . 
ing or arising, by survivorship or otherwise , on his death . 

Explanation . The extent of the beneficial interest must be ascertained 
without regard to any interost in expectancy which the beneficiary may 
have had therein before the death . 
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16 . Annuity or othor interest purchased or provided out of property 
derived from the deceased . - 1 ) Section 15 shall have effect in relation 
to any annuity or other interest that was purchased or provided wholly 
or in part by any person who was at any time entitled to , or amongst 
whose resources there was at any time included , any property derived 
from the deceased , as if that apnuity or other interest had been provided 
by the deceased , or , if it is proved to the satisfaction of the Controiler 
that the application of all the property derived from the deceased would 
have been insufficient to provide the whole of that annuity or other interest , 
as if a similar Annuity or interest of an amount reduced to an extent pro 
portionate to the insufficiency proved had been provided by the deceased 

Provided that for the purpose of determining whether there would 
have been any such insufficiency as aforesaid , and the extent thereof, 
there shall be excluded from the property derived from the deceased any 
part thereof as to which it is proved to the satisfaction of the Controller 
that the disposition of which it, or the property which it represented , was 
the subject-matter, was not made with reference to , or with a view to 
enabling or facilitating, the purchase or provision of the annuity or other 
interest , or the recoupment in any manner of the cost thereof. 

(2 ) lu this section the following expressions have the meanings hereby 
assigned to them respectively , namely . - 

(a ) " property derived from the deceased means any property 
which was the subject -matter of a disposition made by the deceased , 
either by himself alone or in concert or by arrangement with any 
other person , otherwise than for full congideration in money or 
money s worth paid to him for his own use or benefit , or which 
represented any of the subject-matter of such a disposition , whether 
directly or indirectly , and whether by virtue of one or more interme 
diate dispositions and whether any such intermediate disposition was 
or was not for full or partial consideration : 

Provided that where the first-mentioned disposition was for 
full consideration in money or money s worth paid to the deceased 
for his own use or benefit and it is proved to the satisfuction of the 
Controller that the disposition was not part of associated operations 
which included 

(a ) & disposition by the deceased , either by himself alone or 
in concert or by arrangement with any other person , otherwise 
than for full consideration in inoney or money s worth paid to 
the deceased for his own use or benefit ; or 

(b ) a disposition by any other person operating to reduce the 
value of the property of the deceased ; 
then , in considering whether estute duty should be ( hurged the said 
first mentioned disposition shall be left out of acount as if this pro 
vision did not apply in relation to it ; 

( 6 ) " disposition " includes any trust , covenant , Agreement or 
Arrangement ; and 

( c ) " subject-matter " includes , in relation to any disposition , any 
annunl or periodical payment made or payable under or by virtue 
of the disposition . 

( 3 ) For the purpose of section 38 the deceased sha l be deemed to 
have had an interest in any property included by virtue of this scction 
in the property passing on the death of the deceased . 
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Special provisions relating to transfers to companies 
17. Property transferred to a controiled company . - 1) Where the 
deceased has made to a controlled company a transfer of any property 
(other than an interest limited to cease on his death or property which he 
transferred in a fiduciary capacity ), and any benefits accruing to the 
deceased from the company accrued to him in the three years ending with , 
his death , the assets of the company shall be deemed for the purposes of 
68tate duty to be included in the property passing on his death to an 
extent determined in accordance with sub -section (2 ). 

(2 ) Tho extent to which the assets of the company are to be deemed 
to be included as aforesaid shall be the proportion ascertained by com 
paring the aggregate amount of the benefits accruing to the deceased from 
the company in the last three accounting years with the aggregate amount 
of the net income of the company for the said years : 
Provided thut 

( a ) where , in any of the said accounting years, the company 
sustained a loss , the amount of that loss shall be deducted in 
ascertaining the said aggregate net income of the company ; 

(b ) where the company came into existence in the last year but 
one , or in the last, of the said accounting years, the references in this 
sub - section to the said accounting years shall be construed 09 
ratcrences to the last two, or, as the lite may be , the last, of those 
years. 

(3 ) The assets of the company which are deemed to be included in the 
proporty passing on the death of the deceased by virtue of this section 
shall include any assets thereof which have been disposed of or distributed 
by the company at any time between the beginning of the first of the 
accounting years aforesaid and the death of the deceased either 

(a ) in or towards satisfaction of rights attaching to shares in or. 
debentures of the company, or 

( h ) otherwise howsoever except as follows, that is to say, by way 
of sale for full consideration in money or money s worth received by 
the company for its own use and benefit, or in or towards discharge 
of taxes or rates or other liability imposed by or under an enactment , 
cr in or towards discharge of a fine or penalty or a liability for tort 
incurred without collusion with the injured party, including Assets 
which have been so disposed of or distributed in a winding up , whether 
continuing at or completed before the death : 

Provided that this sub -section shall not apply to assets disposed of 
or distributod by way of payments froin which income- tax was deductible , 
or which were assesgable to income- tex , of amounts not excecding in the 
aggregate , As robpocts payments made in gny Accounting your or in the 
poriod between the end of the last accounting year and the death of the 
deceased , the amount of the income of the company for that year or 
period . 
( 4 ) The Board may make rules 

( a ) presrribing the class of compan .es which shall be deemed to 
ho controlled companies and the class of dispos tions or operations 
which shall be deemed to be transfers ; 

(b ) jiraacribing tho matters to be treated as benefits a cruing to 
the deceased from such a company, the manner in which their 
Amount is to be determined, and the time at which they are to be ! 
treated as accruing ; 


404 THE GAZETTE OF INDIA , AUGUST 18 , 1962 


[ PART II - Seo . 2 


(c ) prescribing the manner in which the net income and the 
value of the assuts of such a company are to be determined ; 

( d ) prescribing the manner in which the accounting year is to 
be reckoned ; 

(e ) prescribing the manner in which the shares and debentures 
of such a company pagging upon the death of the deceased are to 
be valued for estate duty ; 

) prescribing the conditions upon which and the extent to 
which transactions in the name of such a company shall be deemed 
to be bona fide transactions for full consideration ; and 

(9 ) generally for the purpose of checking the avoidance of estate 
duty through the machinery of such a company : 

Provided that all rules made under this sub -section shall be laid be 
fore the House of the People not less than fifteen days before the date 
of their final publication , 

( 6 ) For the purposes of scotion 38 the deceased shall be deemed 
to have had un interest in the property deemed by virtue of this section 
to be included in the property passing on his death , 

18 . Duty of company and officers of company to give information to 
Oontroller on death of transferor . — ( 7 ) Where the doceused has made a 
transfer of property to & controlled company to described in section 17 
the company shall be under obligation to inform the Controller withio 
one month fruin the date of the death of the deceased , of the death , of 
the fact that the decoased mndo transfer of property to the company, 
and of the fact that benefits accruod to the deceased from the coinpany , 
and every person who was an officer of the company at that date , or if 
the company has been wound up and diggolved before that date , who 
was an officer of the company at any time, shall be under the like ob 
ligation as respoots such of the facts aforesaid as are within his knowledge , 
unless he knows, or has reasonable cause for believing , that the infor 
mation in question has already been given to the Controller by the 
company oi some other person . 

(2 ) If the company or any guch person as aforesaid who is under 
obligation by virtue of the preceding sub -section to give any information 
to the Controller makes default in the performance of that obligation , the 
Controller may impose upon the defaulter a penalty not exceeding one 
thousand rupees . 

19 . Collection and incidence of duty under section 17 .41) The 
following persons shall be accountable for the duty payable on tho death of 
the deconsod by virtue of section 17 , namely : 

( a ) the company ; 

(b ) any person (other than a bona fide purchaser for full con 
sideration in money or money s worth received by the company for 
its own use and benefit) who receives, whether directly from the 
company or otherwise , or disposes of, any assets which the company 
had , whether as capital or as income, at the death or at any time 
thereafter ; 

(0 ) any person who received any distributed assets of the com 
pany on their distribution : 

Provided that a person shall not, 

(1) by virtue of clause (b ), he accountable in respect of any assets 
for any duty in excess of the value of those assets , or 
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( ii ) by virtue of clanse (c ), be accountable in respect of any 
assets for more thin a pult of the duty bearing to the whole thereof 
the same proportion as the value of the distribution of those assets 
bears to the principal value of the assets of the company passing 
on the death by virtue of section 17 . 

Explanation . For the purposes of this sub -section the expressions dis . 
atributed assets and assets of the company passing on the death " do not 
include any distributed assets of the cuinpany which the deceased received 
ou their distribution ; and a person who , having received any distributed . 
assets of the company , has died before the deceased shall be deemed to 
have been a person accountable by virtue of clause (c ). 

@ Where t company incorporated outside the territories to which 
this Act extends is accountablu for any duty by virtue of the preceding 
sub -soction or of this sub - section , every person who is a member of that 
company at the death shall also be accountable for a rateablo part of that 
luty in proportion to the valuu of his interest in that company . 

(3 ) A person accountable fut any duty by virtue of this section shall , 
for the purpose of raising and paying the duty , have all the powers con 
ferred on accountable parties . 

(4 ) On a winding up of the company , sub -section ( 1) of section 280 
the Indian Companies Act, 1913 (VII of 1913 ), shall have effect as if 
there werc ineluded in clause ( a ) of that sub - section a reference to any 
duty payable in respect of Assets of the company passing on a death by 
virtue if section 16 of this Act , and section 129 of the Indian Cornpanies 
Act, 1919 , shall have affect accordingly . 

( 5 ) The duty payable on the death of the deceased by virtue of 
section 17 shall be a first charko by way of floating security on the aggets 
which the company hail at the death or has at any time thereafter, anil 
Ally part of the duty for which by virtue of clause (c ) of sub -section 
( 1 ) any person is accountable in resp . ct of any distributed assets shall be 
a first charge also on those assets : 

Provided that nothing in this sub -section shall operate to make any 
proporty chargeable as against a bona fide purchaser thereof for valuable 
consideration without l otice 
(6 ) Where any cut: las leen 

(a ) paid by a person a . countable therefor by virtue only of clause 
( c ) of sub - section ( 1 ) ; or 

(6 ) raised by virtue of sub -section (5 ) out of any distributed assets 
charged therewith ; 
that person or, as the case may bo, the person who was entitled to those 
nasets subject to the chargo , may (without prejudice to any right of con 
tribution or indemnity which he may have apart from this sub - section ) 
recover the amount of the duty so paid or raised as aforesaid from any 
person who is accountable therefor otherwise than hy virtue of the said 
clause (c ). 

(m ) No part of the duty paid by the company shall be recoverable by 
it from any person on the ground only that he is entitled to any interest 
in , or to any sum charged on , the Assets which the company had at the 
death of the deceased . 

(8 ) The provisions of sub -soctions ( 1) and (3 ) of section 50 shall not 
have effoct in relation to the duty payable by virtue of section 17 . 
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PART III.- - EXCEPTIONS FROM THE CHARGE OF DUTY 
20 . Forelge property . - -( 1) There shall not be inciudud in the property 
pussing on the death of the deceased 

(a ) immovable property situated outside the territories to which 
this Act extends or immovable property consisting of agricultural land 
situated in any State other than the States specified in the Scholule 
to this Act ; 

(b ) movable property situated outside the territories to which 
this Act extends at the time of the death unless 

(i) in the case of any property , whether settled or not, the 
deceased was domiciled in the said territories at the time of his 
death ; or 

( ii ) in the case of settled property of which the deceasent was 
& life tenant , the settlor was domiciled in tho said territories 

At the date the settlement took efect , 
(2 ) The Bourd muy innke rules regulating the manner in which the 
nature and locurity of different classes of issets shall be determined for 
the purposes of this section . 

21 . Property held by the deceased as trustee. - Property passing on tha 
death of the deceased shall not be deemed to include property held by 
the deceased as trustee for another ] eren under a disposition not made 
by the decoased or under i disposition made by the deceased whero 
(whother by virtue of the origirul disposition or of a subsequent surrender 
of any benefit originally rescrved to the deceased or otherwise ) possession 
and enjoyment of the property was bona fiile assumed by the beneficiary 
ut least two years before the vienth and thenceforward setainęci by him to 
the entire exclusion of the vinceased or of any benefit to the deceased by 
contract or otherwise. 

22 . Interest failing before becoming an interest in possession . In the 
case of gettled property where the interest of my person under the setilo 
inent fails or determincs by reason of his death hefere it becomes an 
interest in possession , and one or more subgequent limitations under the 
settlement continue to subsist, the property shall not be deemed to pass 
on his death by reuson only of the failure or determination of that interost . 

Explanation 1. — Where property is settled by a person on himself for 
life and after his ( leath on any other person , with an ultimate reversion of 
an absolute interest or absolute power of disposition to the settlor, tho 
property shall not be deemed to pass to the settlos on the death of such 
other person by reason only that the settlor being then in possession of 
the property as tenant for life becomes , in consequence of such death , 
entitled to the immcdiate rcversion or acquires an absolute power to dis 
pose of the whole property . 

Explanation 2 . — Whore the interest of a person in gettled property 
consists of an interest in the residue or part of the residue of an estate 
of a testator or intestate and the said estate continues to be under almi 
nistration until the death of the person , the paid interest of the person in the 
residue or part of the residue shall be deemed to have become au interest 
in possession on the date as froni which the income from the residue or 
part of the residue would have been attributable to that interest if the 
residue had been ascertained inimediately after the death of the testator 
or intestate. 
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23 . Property reverting to disponer. - 41) Where by a disposition of any 
property an interest is conferred on any person , other than the disponer , 
for the life of such person or determinable on his death and such person 
enters into possession of the interest , and thenceforward retains posses 
sion of it to the entire exclusion of the disponer or of any benefit to him 
by contract or otherwise , and the only benefit which the disponer retains 
in the property , is subject to such life or determinable iuterest and no 
other interest, even contingent, is created by the disposition , then , op 
the death of such person , the property shall not be deemed to pass by 
reason only of its reverter to the disponer in his life time. 


( 2 ) Where by a disposition of any property any such interest AS is 
mentioned in sub -section ( 1 ) is conferred on two or more persons either 
severally or jointly or in succession , sub - section ( 1 ) shall apply in like 
manner as whore the interest is conferred on one person : 

Provided that sub - section ( 1 ) shall not apply where such person or 
persons taking the sail life or determinable interest had at any time prior 
to the disposition been himself or themselves competent to dispose of the 
said property . 

24 . Income of settled properly acquired on death of spouse. — Where a 
husband or wife is entitled , either solely or jointly with the other, to the. 
income of nny i roperty settled by the other under a disposition which took 
effect before the commencement of this Act and on his or her death the 
survivor becomes entitled to the income of the property (as distinguished 
from the property itaclf) settled by such survivor , estato duty shall not be 
payablo in respect of that property until the death of that survivor . 

25 . Property passing by reason of & bona fide purchase for full or 
partial consideration in money . - ( 1 ) Subject to the provisions of sertion 18 
and section 44 estate duty shall not be payable in respect of property pas 
sing on the death of the deceased by reason only of & bona fide purchase 
from tho person under whose disposition the property passes , nor in reg 
pact of the l alling into possession of the reversion on any lease for lives, nor 
in respect of the determis ation of any annuity for lives , where such purchase 
was made, or ynch lense or annuity granted , for full consideration in inoney 
or money s worth paid to the vendor or grantor for his own use or benefit , 
or in the case of n lenge for the use or benefit of any person for whom the 
grantor W & S & trusteo . 

2 ) Where any such purchase was made, or lease or anpuity granted , for 
partinl ( ongirleration in money or money s worth paid to the vendor or 
grantor for liis cum use or benefit , or in the case of a lease for the use or 
benefit of any person for whoin the grantor was a trustee , the value of the 
consideration shall be allowed As A deduction from the value of the pro 
perty for the purpose of estate duty , 

26 . Dispoeltions in favour of relatives.- - ( 1) Where a person dying after 
* he cornmoncement of this Act has inade A disposition of propertv in favour 
of a relative of his , the creation or disposition in favour of the deceased of 
9n annuity or other interest limited to cease on the death of the deceased or 
of any other person shall not be treated for the purposes of section 25 or 
section 12 se consielerntion for the lisposition marle by the decensed , 

( 2) If the decensed has made in favour of a " ontrolled company ? dis 
position which , if it had been made in favour of a relative of his , would have 
fallen within guh -section ( 1), this section shall have effect in like manner as 
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if the disposition had been made in favour of a relative of bis , unless it is . 
shown to the gatisfaction of the Controller that no relative of the deceased 
was , at the time of the disposition or subsequently during the life of the 
deceased , a member of the company. 

Explanation . — For the purposes of this sub -section a person who is , or 
is deemed by virtue of this provision to be , A member of a controlled 
company which is a member of another such company shall be deemed to 
be a member of that other compalsy . 

( 3 ) Where there have been associated operations effected with reference 
to thy receiving by the deceased of any payment in respect of such an annuity 
or other interest as is mentioned in sub - section ( 1 ), or effected with a view 
to enabling him to receive or to facilitating the receipt by him of any such 
payment, this section shall have effect in relation to each of those associated 
operations as it hus effuct in relation to the creation or disposition in favour 
of the deceased of such an annuity or other interest. 
(4 ) In this section 

(0) " relative means, in relation to the deceased , - 

(a ) the wife or husband of the deceased , 

(b ) the father , mother , children , uncles, and aunts , of the 
deceased , and 

(c ) any issue of any person ſelling within either of the 
preceding sub -clauses and the other party to a marriago with any 
such person or issue ; 

( 11) reference to " children " and " issue " include reference to 
illegitimate children and to adopted children); 

(ü ) " annuity " includes any series of payınents , whether inter -con 
necteil or not, whether of the same or of varying amounta , and 
whether payable at regular intervals or otherwise , and paymeuts of 
dividends or interests on shares in or debentures of a company shall 
he treated for the purposes of this section as a sorics of payments. 
constituting an annuity limited to cease on a death if the payments 
Are liable to cease on the death , or the amounts thereof are liable to 
be reduced on the death , hy reason directly or indirectly of the extin 
guishment or any alteration of rights attaching to , or of the issue of 
any shares in or debentures of a company; 

( ir ) " associated nperations " means any two or more operations of 
any kind being , - 

( a ) operations which affect the same property , or one of which 
affects some property and the other or others of which affect pro 
perty which represents , whether directly or indirectly , that pro 
rcrty , or income arising from that property , or any property re 
presenting accumulations of any such income; or 

(b ) Any two oporations of which onc is effected with refcrence 
to the other , or with a view to enabling it to be effected or to faci 
litating its being effected , and any third operation having a like 
relation to either of those two, and any fourth operation having A 

like relation to any of those three , and so on ; 
whether thosc operations are effected by the same person or by diffe 
rent persons , whether they are connected otherwise than as aforesaid 
or not, and whether they are contemporaneous or any of them precedes 
or follows any other . 
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27 . Itect of now or increased rates of duty on certain prior salos And 
mortgages. - Where an interest in expectancy in any property hag, 
whether before or after the commencement of this Act , heen bona fide sold 
or mortgaged for full consideration in money or monoy s worth , and the 
rates of estate duty in force in the case of a person dying when the interest 
falls into possession are higher than the rates in force, if any, in the case of 
A person dying at the time of the sale or mortgage , then 


(a ) no other duty on that property shall be payable by the pur 
chaper or mortgagee when the interest falls into possession than the 
duty , if any, which would have been payable if the rates of estate duty 
applicable had been the rates in force , if any, in the cube of & Person 
dying at the time of the sale , or mortgage, and 

(b ) in the case of a mortgage , any higher duty payable by the 
mortgagor shall rank as a charge subsequent to that of the mortgagee . 

28 . Settled property in respect of which since the date of the settlement 
estate duty has been paid on the death of the deceased s spouse. - - If estate 
duty has already been pail in respert of any battlod property since the 
dato of the settlement, on the death of one of the parties to a marriage , 
the estate duty shall not be payable in respect thereof on the death of the 
other party to the marriage, unless tho latter was at th - time of his death , 
nr had been at any time during the continuance of the settlement , com 
potent to dispose of such properly , and , if on liis death quhsejurnt limiti 
tions uniler the scttlement take effect in respect of such property , was 
sui juru at tho time of his death , or had been qui juris at any time while 
80 competont to dispose of the property . 

29 . Agreement for avoidance or relief of double taxation with respect to 
estate duty . The Central Government inay enter into an agreement with 
the Government of any reciprocating country for the avoidance or relief of 
double taxation with respect to estate duty leyiable under this Act and 
under the corresponding law in force in the reciprocating country and may , 
by notification in the Oficial Gazette, innke such provision ng may be 
necessary for implementing the agreement . 

Erplunation . - The expression reciprocating country " for the purposes 
of this Act means any country which tho Centrnl Government nav , by 
notification in the Official Gazotta , declare to be a reciprocating country . 

30 . Allowance for quick succession to land or a business . — Where the 
Board is satisfied that estate duty has become payable on any property 
crisisting of land or on a business (not being a businoss carried on by a 
company or any interest in such land or business passing upon the denth 
of any person , and that subscquently within five yenrs estate duty has 
nguin berome payable on the the property or any part ther of 2 :29 ing on 
the death of the person to whom the property passed on the first death , 
the amount of estate duty payable 01) the second donth in respect of the 
proporty sn passing shall be reluced as follows : 

Where the second deutlı occurs within one year of the first denth , 
hy 50 per cent. ; 

Where the second death occurs within two years of the first 
death , by 40 per cent . ; 

Where the second denth occurs within three years of tho first 
death , by 30 per cent. ; 
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Where the second death occurs within four years of the first 
death , ky 20 per cent. ; 

Where the gecond duath occurs within five years of the first 
death , by 10 per cent . : 

Provided that where the value on which the duty is payable of the 
property on the second death exceeds the value on which the duty was 
payable of the property on the first death , the latter value shall be 
substituted for the former for the purpose of calculating the amount of 
duty on which the reduction under this section is to be calculated . 


31 . Exemption of copercenary interest of a Hindu widow dying within 
Boven years of her husband s death . Where on the death of a member of 
a Hindu ( oparcenary , his interest in the coparcenary property has devolved 
oni his widow , then , if the widow dies within seven years of her husband s 
death and the interest aforesaid devolves upon the members of the 
coparcenary or any of them , no estante duty shall be leviable in respect of 
the passing of the interest aforesaid on the death of the widow , if and in 
80 far as estate duty had been paiil in respect of the passing of such 
interest on the death of her husband . 

32 . Exomptions, reductions and other modifications. - - The Central 
Government may , by rotification in the Official Gazette , make any 
exemption , reduction in rate or other modification in rospect of estate 
duty in favour of any class of property or the whole or any part of the 
property of any class of persons . 

PART IV . - IGGREGATION OF PROPERTY AND RATES OF DUTY 
33 . Aggregation . - ( 1 ) For determining the rate of estate duty to be 
paid on any property passing on the death of the deceased , all property 
50 purging in respect of which estate duty is leviable shall be aggregated 
so as to form one estate and the duty shull be levied at the proper 
-graduatod rate on the principal value thereof; 

Provided that any property so passing , in which the deceased never 
had un interent, not being a debt or right or benefit that is treated as 
property by virtuo of tho Explanations to clause ( 15 ) of section 2 , shall 
not bo aggregated with any other property , but shall be an estate by itself 
and tha estate duty shall be leviable at the proper graduated rate on the 
principal value thereof. 

(2 ) Every estate shall include all income accrued upon the property 
included therein down to and outstanding at the date of the death of the 
deceased . 

( 3 ) Property pissing on any death shall not be aggregated more than 
once nor shull estate duty in respect tliereof be levied more than once 
on the sum denih 

34. Rates of duty to be according to Central Aot. — The rates of estnte 
duty shall be acording to such scale as may be fixed by an Act of 
Parliament. 

PART V . - VALUE CHARGEABLE 
35 . Principal value how to be estimated . - (1) The principal value of 
any property shall be putimated to be the prico which , in the opinion of 
the Controller it would fetch if sold in the open market at the time of 
the deceased s death , 
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( 2 ) In estimating the principal value under this section the Controller 
shall fix the price of the property according to the market price at the 
time of the deceased s death and shall not make any reduction in the 
estimate on account of the estimate being made on the assumption that 
the whole property is to be placed on the market at one and the same 
time : 

Provided that where it is proved to the satisfaction of the Controller 
that the value of the property has depreciated by reason of the death of 
the deceased , the depreciation shall be taken into account in fixing the 
price . 

36 . Valuation of shares in a private company where alienation is 
restricted . — Where the articles of association of a private company ( on 
tain restrictive provisions as to the alienation of shares, the value of the 
shares , if not ascertainable by reference to the value of the total assets 
of the coinpany , shall be estimated to be what they would fetch if they 
could be sold in the open market on the terms of the purchaser being 
entitled to be registered as holder subject to the articles , but the fact 
that a special buyer would for his own special reasons give a higher price 
than the price in the opet niørket shall be disregarded . 

37. Valuation of interests in expectancy . - Where an estate includes 
an interest in expectancy , estate duty in respect of that interest shall be 
paid , at the option of the person accountable for the duty , either with 
the duty in respect of the rest of the estate or when the interest falls into 
possession , and if the duty is not paid with the estate duty in respect of 
the rest of the estate , then 

(a ) for the purpose of determining the rate of estate duty in 
respect of the rest of the estate , the value of the interest shall be its 
value at the date of the death of the deceased ; and 

(b ) the rate of estate duty in respect of the interest when it falls 
into possession shall be calculated according to its value when it falls 
into possession , together with the value of the rest of the estate as. 
previously ascertained . 

38 . Valuation of benefits from interests ceasing on death . The value 
of the benefit accruing or arising from the cesser of an interest ceasing , 
on the death of the deceased shall 

( a ) if the interest extended to the whole income of the property , 
be the principal value of that property ; and 

(6 ) if the interest extended to less than the whole income of the pro 
pertv , be the principal value of an addition to the property equal to the 
income to which the interest extended . 

39 . Valuation to be made by the Controller . -- Subject to the provisions 
of this Act, the value of any property for the purpose of estate duty shall 
be ascertained by the Controller in surh manner and by such means as he 
thinks fit and if he authorises i person to inspect any property and ta 
report the value thereof for the purposes of this Act, that person may 
enter upon the property and inspect it at such reasonable times as the Con 
troller considers necessary . 

40 . Costs of valuation . - Where the Controller requires any person to 
report on the value of any property for the purposes of this Act, the 
reasonable costs of such valuation shall be defrayed by the Controller , 


interee of an adds than the 
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41 . Controller may accept and certify valuation when convenient . -- The 
Controller on application from a person accountable for the duty on any 
property forming part of an estate shall , where he considers that it 
call conveniently be done, certify the amount of the valuation accepted 
by him for any class or description of property forming part of such estate . 


PART VI. - DEDUCTIONS 


42 . Reasonable funeral expenses and , with some exceptions, debts and 
incumbrances to be allowed for in determining chargeable value of 
estate . - In determining the value of an estate for the purpose of estate 
duty , allowance shall be made for reasonable funeral expenses and for 
debts and incumbrances ; but an allowance shall not be made 

(a ) for debts incurred by the deceased , or incumbrances created 
by a disposition made by the deceased , unless, subject to the provisions 
of section 26 , such debts or inci! inbrances were incurred or created 
bona fide for full consideration in money or money s worth wholly for 
the deceased s own use and benefit and take effect out of his interest , 


or, 


(b ) for any debt in respect whereof there is a right to reimburse 
ment from any other estate or person , unless such reimbursement 
Calllliot be obtained , or , 

(c ) more than once for the same debt or incumbrance charged 
upon different portions of the estate , 
and any debt or incumbrance for which an allowance is made shall be 
deducted from the value of the property liable thereto . 

43. Limitations on debts deductible . -- Where a debt or incumbrarice has 
been incurred or created in whole or in part for the purpose of or in consi 
deration for the purchase or acquisition or extinction , whether by operation 
of law or otherwise of any interest in expectancy in any property pissing 
or deemed to pass on the death of the deceased and any person whose 
interest in expectancy is so purchased , acquired , or Extinguished becomes 
( under any disposition made by or through devolution of law from , or under 
the intestas of , the deceased . entitled to any interest in that property, 
then in determining the value of the estate of the deceased for the purpose 
of estate duty no allowance shall be made in respect of such debt or in 
cụmbrance, and any property charged with any such debt or incumbrance 
shall be deemeil to pass freed from that debt or incumbrance : 
Provided that , 

( a ) if part only of such debt or incumbrance was incurred or 
created for such purpose or as such consideration as afor - said , this 
provision shall apply to that part of such debt or incumbrance only ; 
and 


(b ) if a person whose interest in expectancy in the property so 
purchased , acquired or extinguished becomes entitied to an interest 
in part only of that property , this provision sball apply only to such 
part of the debt or incumbrance as bears the same proportion to the 
whole debt or incumbrance as the value of the part of the property 
to an interest in which he becomes entitled bears to the value of the 
whole of that property . 
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44 . Further limitations. - ( 1 ) Any allowance which , but for this pro 
vision , would be made under section 42 for a debt incurred by the deceased 
as mentioned in clause ( a ) of that section , or for an incumbrance created 
by a disposition made by the deceased as therein mentioned , shall be 
subject to abatement to an extent proportionate to the value of any of 
the consideration given therefor which consisted of 

( a ) property derived from the deceased ; or 

(b ) consideration not being such property as aforesaid , but given 
by any person who was at any time entitled to , or amongst whose 
resources there was at any time included , any property derived from 
the deceased : 

Provided that if , where the whole or a part of the consideration given 
consisted of such consideration as is mentioned in clause (b ) of this sub 
section , it is proved to the satisfaction of the Controller that the value of the 
consideration given , or of that part thereof, as the case may be , exceeded 
that which could have been rendered available by application of all the 
property derived from the deceased , other than such (if any) of that pro 
party as is included in the consideration given or as to which the like 
facts are pioved in relation to the giving of the consideration as are men 
tioned in the proviso to sub - section ( 1 ) of section 16 in relation to the 
purchase or provision of an annuity or other interest , no. abatement shall 
be made in respect of the excess. 

( 2) Money or money s worth paid or applied by the deceased in or 
towards satisfaction or discharge of a debt or incumbrance in the case of 
which sub -section ( 1) would have had effect on his death if the debt or 
incumbrance had not been calisfied or discharged , or in reduction of a debt 
or incumbrance in the case of which that sub - section has effect on his 
death , shall , unless so paid or applied three years before the death , be 
treated as proprty deemed to be included in the property passing on the 
death and estate duty shall, notwithstanding anything in section 24 , be 
payable in respect thereof accordingly . 

(3 ) The provisions of sub -section (2 ) of section 16 shall have effect for 
the purpose of this snction as they have effect for the purpose of that 
section . 

45 . Debts to persons resident out of India not to be deducted in first 
instance except from duty - paid property outside India .-- An allowance 
shall not be made in the first instance for drbts due from the deceased to 
piersons resident out of the territories to which this Act erlands ( ness 
contracted to be paid in the nitid territories or charg - 1 on properties 
situate within the said territories) , except out of the value of any property 
of the deceased situate out of the said territories in respent of which estate 
duty is paid ; and there shall be no repayment of estate duty in respect of any 
such debts , except to the extent to which it is shown to the satisfaction 
of the Controller that the property of the deceased situate in the foreign 
country in which the person to whom such debts are due resides is in 
sufficient for their payment. 

46 . Cost of realising or administering foreign property may be allowed 
for within certain limits . - Where the Controller is satisfied that any addi 
tional expense in administering or in realising property has been incurred 
by reason of the property being situate out of the territories to which this 
Act extends , he may make an allowance from the value of the property 
on account of such expense not exceeding in any case five per cent. on 
the value of the property . 


- - - 
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47 . Allowance for duty paid in a non - reciprocating country . -- Where 
anſ property passing on the death of the dercased is s tunte in a non -reci 
procating country anl the controller 19 sat sfied that hy ronson of such 
deuth jny duty is payable in that country in Jespect of thit property , 
he may make an allowance of the whole or any part of the amount 
of thont duty from the value of the properly . 

Erplanation . In this section , the expregejon " non -reciprocating 
couutiy menns any country other than India which has not been 
declared to be a reciprocating country for the purposes of this Act. 

PART VII. — COLLECTION OF TUE DUTY 
48 . Method of collection of duty . -- Estate duty muy be collected by 
guch means and in such manner as the Bourd may prescribe. 

49 . Payment of duty may be rcepted in prescribed Government 
securities – Th . Bord my mecubed that Government she will S H l ve 
accepted in payment of contata duty on quch terms 18 it thinly fit 

50 . Persous, accountable , and their duties and liabilities - (1) Where 
any property Passes on the death of the deceased 

(a ) every legal representutive to whom such property so passes for 
any beneficial intercst in possession or in wbom any interest in the 
property 80 passing is at any time vested , 

(b ) every trustce , guardian , committeo or other person in whom 
any interest in thu property so passing or the management thereof is 
nt any time vesterl , and 

( ) every polbon in whom any interest in the property so passing 
is vesteil in pogac9- 01 by alienation or other derivative title , 
full bon recountable for the whole of the estate duty on the property pass 
ing on tho death but shull not bc liable for any duty in excess of the assets 
of the deceased which he actually received or which , but for his own neg 
lect or default, ho might have received : 

Provided that nothing in this scction shall render a person accountable 
foi duty who acts merely Aq agent or bailiff for anothor person in the 
management of property . 

( Notwithstanding anythuy contained in gub - section ( 1), where an 
heir -at-law proves to the satisfaction of the Controller that some other per 
gon is in adverso possession of any assets of the deceased , the heir - at-law 
shall not be accountable for the portion of the estate duty payable in res 
pect of such assets : 

Providel that he shall become so accountable iſ, and to the extent 
that, he subacquently recivers pussessions of such assets. 

( 13 ) Every person acountable for estate Juty under die provisions of this 
section shall , within six months of the doath of the doucused or such later 
time 114 the Cuntiollir ind7 allou , deliver to this Contioller und verify to the 
best of lus knowledge and belief, an account of all the property in respect 
of which estato duty is payable . 

( 4 ) Whire the person accountable knows of any property which he has 
not ine uded in his account because he does not know its amount or value , 
be muy stute that such property exists , but he does not know the amount 
or value thereof ind that he undertaker , als soon & a the amount and valile 
Are ascertained to bring a supi lemnentary account thereof and to pay both 
the duty for which he may be liablo in respect of such property and any 
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one thousan within the time Section 51 or has fue has 


further duty payable by reason thereof for which he may be liable in 
respect of the property mentioned in the original account . 

(5 ) Where two or more persons are accountable , whether in the same 
capacity or in different capacities , for estate duty in respect of any pro 
perty passing on the death of the deceased , they shall be liable jointly 
and severally for the whole of the estate duty on the property so passing . 

51 . Every person believed to be in possession to deliver statement of 
particulars of property as required by Controller. - Every person accountable 
for estate duty , every company to which , in the opinion of the Controller , 
a transfer of property has been made by the deceased as mentioned in 
section 17, every person who is or was at any time an officer or auditor 
of such a company , and every person whom the Controller believes to 
have taken possession of or administered any part of the estate in respect 
of which duty is leviable on the death of the deceased , or of the income 
of any part of such estate shall , if required by the Controller , deliver to 
him and verify , to the best of his knowledge and belief, a statement of 
such particulars together with such accounts , documents , evidence or 
inforination as the Controller may require relating to any property which 
he has reason to believe to form part of an estate in respect of which 
estate duty is leviable on the death of the deceased . 

52 . Penalty for default. - Any person who without reasonable cause has 
failed to comply with the provisions of section 50 or section 51 or has failed to 
comply with the said provisions within the time allowed , shall be liable 
to pay a penalty of one thousand rupees or a sum equal to double the 
amount of estate duty , if any, remaining unpaid for which he is account 
able , according as the Controller may direct : 

Provided that the Controller may reduce the penalty in any particular 
case . 

53 . Executor to specify all chargeable property with affidavit of 
valuation . - - In all cases in which a grant of representation is applied for 
within six months of the death of the deceased 

(a ) the executor of the deceased shall, to the best of his know 
ledge and belief, specify in an appropriate account annexed to che 
affidavit of valuation filed in court under section 19 - I of the Court- fees 
Act, 1870 (VII of 1870) , all the property in respect of which estate 
duty is payable upon the death of the deceased and shall deliver a 
copy of the affidavit with the account to the Controller, and 

(b ) no order entitling the applicant to the grant of representation 
shall be made upon his application until he has delivered the account 
prescribed in clause (a ) and has produced a certificate from the Con 
troller under section 55 or section 61 that the estate duty payable in 
respect of the property included in the account has been or will be 
paid , or that none is due , as the case may be. 

54 . Estate duty when due and how and when to be collected - - ( 1) 
Estate duty shall be due from the date of the death of the deceased and 
shall be collected upon the account delivered under section 50 or clause 
(a ) of section 53 or the account prepared under sub - section (2 ) of section 55 . 

(2 ) When any estate duty , penalty , interest or any other sum charge 
able under this Act has been determined in consequence of any order 
passed under or in pursuance of this Act , the Controller shall serve on the 
person accountable a notice of demand in the prescribed form specifying 
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the sum so payable and the time within which and the place at which 
it is payable . 

55 . Duty to be paid or security for payment furnished on delivery of 
account and certificate to be granted thereupon . - Upon delivery of the 
account under section 50 or clause ( a ) of section 53 , the person delivering 
it shall pay to the Controller , or furnish security to the satisfaction of the 
Controller for the payment of, the estate duty , if any, payable in respect 
of the property included in the account, and the Controller shall there 
upon grant him a certificate that such duty has been or will be paid , or 
that none is due , as the case may be . 

56 . Controller s powers in respect of valuations . -- ( 1 ) If the Control 
ler is of cpinion that the person delivering the account has under -estiina 
ted the value of the property in respect of which estate duty is payable 
(whether by placing too low a value on the property included in the ac 
count or by omitting to include therein property that ought to have 
been included ), the Controller may inquire into the matter in such 
manner and by such means as he thinks fit and , if still of opinion that 
the value of the property has been under - estimated , may require him to 
amend the valuation , and if that person does not amend the valuation 
to the satisfaction of the Controller , the Controller may determine the 
valuatio :1 on the basis of which estate duty is payable . 

(2 ) In any case where no account has been delivered as required by 
section 50 or clause (a ) of section 53, the Controller may cause an ac 
count of the property passing on the death of the deceased to be pre 
pared in such manner and by such means as he thinks fit and may call 
upon any person who in his opinion is accountable for the payment of 
estate duty in respect of the property to accept such account, and if that 
person dors not accept the account or his liability , the Controller may 
determine the estate duty payable by that person , 

57. Appeal against determination by controller . - ( 1 ) Any person 
objecting to the valuation made or the estate duty determined by the 
Controller or denying his liability to account for the duty payable in 
respect of any property , may , within ninety days of the receipt of the notico 
of demand under section 54 , appeal to the Board in the prescribed form 
and verified in the prescribed manner . 

( 2 ) The Board may admit an appeal after the expiry of ninety days re 
ferred to in sub -section ( 1) if it is satisfied that there was sufficient cause 
for not presenting it within that period . 

( 3 ) The Board may , in disposing of any appeal hold or cause to be 
held such further inquiry as it thinks fit , and after giving the appellant 
an opportunity of being heard , pass, subject to the provisions of sub 
section (4 ) such orders thereon as it thinks fit and shall send a copy ( f 
such orders to the appellant and the Controller . 

(4 ) Where the dispute pertains to the valuation of any property , the 
appellant may require the Board to refer the question of disputed value 
to the arhitration of the Valuers , and the cost of such arbitration shall be 
paid by the appellant . 

( 5 ) Notwithstanding that an appeal has been filed before the Board , 
so much of the estate duty as is not in dispute shall be payable by the 
appellant. 

58 . Statement of case by the Board to High Court ( 1 ) Within ninety 
days of the date upon which he is served with an order under sub -section (3 ) 
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of section 57 , the person accountable may present an application to the 
Board in the prescribed form , accompanied by a fee of five hundred 
rupees, requiring the Board to refer to the High Court any question of 
law arising out of such order, and the Board shall , if in its opinion a 
question of law arises out of such order , state the case for the opinion 
of the High Court : 

Provided that the Board may admit such an application after the expiry 
of ninety days if it is satisfied that there was sufficient cause for not 
presenting it within the said period . 
(2 ) Il , on an application made under sub -section (1), the Board 

(a ) refuses to state a case on the ground that no question of law 
arises or 

(b ) rejects it on the ground that it is time-barred , the 
person accountable may , within three months from the date on whicb 
he is served with a notice of refusal or rejection , as the caso n .ay be , 
apply to the High Court , and the High Court may , if it is not satis 
fied with the correctness of the decision of the Board , require the 
Board to state the case to the High Court and on receipt of such 
requisition the Board shall state the case : 

Provided that if , in any case where it has been required by a person 
accountable to state & case , the Board refuses to do so on the ground tolimon 
no question of law arises , such person may within thirty days from 
date on which he receives notice of the refusal to state the case , w 
draw his application and if he does so the fee paid by him under 1 
section ( 1) shall be refunded . 

(3 ) Section 5 of the Indian Limitation Act, 1908 (IX of 1908 ) shall 
apply to an application to the High Court under sub -section ( 2) . 

(4 ) If, on an application made under sub -section ( 1 ), the Board is of 
opinion that either on account of the importance of any question of 
law involved in the case or on account of a conflict in the decisions of 
different High Courts in respect of any particular question of law arising 
therofrom , it is expedient that a case should be stated direct to the 
Supreme Court , the Board may state the case direct to the Supreme 
Court . 

(5 ) The case shall set forth the facts , the determination of the Board 
and the questions of law which arise out of the case , 

(6 ) If the High Court or the Supreme Court is not satisfied that the 
case as stated is sufficient to enable it to determine the questions of law 
raised thereby, the Court may require the Board to make such addi . 
tions thereto , or altcrations therein , as it may direct in this behalf . 

(7 ) The High Court or the Supreme Court upon hearing any such 
case shall decide the question of law raised therein and in doing so may , 
if it thinks fit , alter the form of the question of law and shall deliver its 
judgment thereon containing the ground on which such decision is found 
ed and shall send a copy of such judgment, under the seal of the Court 
and the signature of the Registrar , to the Board which shall pass such 
orders a s are necessary to dispose of the case conformably to such 
judgnient . 

( 8 ) The costs of any reference to the High Court or to the Supreme 
Court shall be in the discretion of the Court . 
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(9 ) Notwithstanding that a reference has been made under this section to 
the High Court or to the Supreine Court , estate duty shall be : ayuble in 
accordance with the determination made by the Board . 

( 10) For the purposes of this section " High Court” means the High 
Court to which , or to a court subordinate to which , an application for 
grant of representation has been made , or where no such application 
has been made, the High Court which would have jurisdiction to enter 
tain such an application . 

59. Case to be heard by Benches of High Courts and appeal to lie in 
certain cases to the Supreme Courtom (1 ) When a case has been stated to 
the High Court under section te , it shall be heard by a Beurshi of not less 
than two Judges of the High Court , and shall be decided in accordance 
with the opinion of such Judges or of the majority (if any ) of such 
Judges : 

Provided that where there is no such majority , the Judges shall state 
the point of law upon which they differ , and the case shall then be heard 
upon that point only by one or more of the other Judges of the High 
Court, and such point shall be decided according to the opinion of the 
majority of the Judges who have heard the case , including those who first 
heard it . 

( 2 ) An appeal shall lie to the Supreme Court from any judgment of 
the Fligh , Court delivered on a case stated under section 58 in any case 
which the High Court certifies to be a fit one for appeal to the Supreme 
Court . 

( 3 ) The provisions of the Code of Civil Procedure , 1908 ( Act V of 
1908) , relating tey appeals to the Supreme Court shall, so far as may be, 
apply in the case of appeals under this section in like manner as they 
apply in the case of appeals from decrees of a High Court : 

Provided that nothing in the sub -section shall be deemed to ihffect the 
provisions of sub - section ( ) of section 58 : 

Provided further that the High Court may , on petition made for the 
execution of the order of the Supreme Court in respect of any costs award 
ed thereby , transmit the order for execution to any court subordinate to 
the High Court. 

(4 ) Where the judgment of the High Court is varied or reversed in 
appeal under this section , effect shall be given to the order of the 
Supreme Court in the manner provided in sub -section ( 7 ) of section 58 . 

60 . Grant of representation not to be delayed on reference to High 
Court. - Where any grant of representation has been applied for, it shall not 
be delayed by reason of any reference to a High Court under section 58 . 

61 . Certificate of payment of duty , and penalty for non - payment. 
( 1 ) Where the valuation is amended by the person accountable upon the 
Controller s requisition under sub - section ( 1 ) of section 56 or is enhanced 
by the High Court upon the Board s reference under section 58 , and in 
any case where the original valuation has been discovered to be too low , 
such person shall, within one month of the amendment or enhancement or 
discovery , pay the deficit duty which is payable in respect of the property 
upon the amended or enhanced or full valuation and the Controller shall 
thereupon grant him a certificate accordingly . 

(2 ) Where the valuation is reduced by the High Court on the Board s 
reference under section 58 , the Controller shall refund to the Dersan 
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Jared by the cont person who is callerequired by 


accountable any excess duty paid by him and shall grant to him a certi 
tigate that the full duty payable in respect of the property has been paid . 

(3 ) In any case where no account has been delivered as required by 
section 30 or clause ( a ) of section 53 the person who is called upon to 
accept the account prepared by the Controller under sub - section ( 2 ) of 
section 55 shall , within one month of his acceptance or , as the case may 
be , of the final disposal of the reference made under sub -section (1 ) of 
section 58 , pay the full duty payable in respect of the property and the 
Controller shall thereupon grant him a certificate accordingly. . 

(4 ) If the person , accountable does not pay the amount of duty due 
from him under sub - section ( 1) or sub - section ( 3 ) within the period 
specified therein , he shall be liable to a penalty of one thousand rupees or 
a sum equal to five times the amount due according as the Controller may 
elect : 

Provided that the Controller may in any particular case reduce the 
penalty . 

(5 ) Where a person accountable for the estate duty in respect of any 
property passing on a death applies to the Controller at any time and 
delivers and verifies a full statement to the best of his knowledge and 
belief of all property passing on such death and the several persons en 
titled thereto , the Controller may determine the estate duty payable in 
respect of the property and on payment of that duty , the Controller shall 
give him a certificate accordingly . 

62 . Commutation of duty in respect of interest in expectancy . The 
Controller in his discretion may , upon application by a person entitled to 
an interest in expectancy , commute the estate duty which would or 
might , but for the commutation , become payable in respect of such in 
terest for a certain sum to be presently paid , and , for determining that 
sum , shall cause a present value to be set upon such duty , regard being 
had to the contingencies affecting the liability to and rate and amount of 
such duty , and interest being reckoned at three per cent. ; and on the 
receipt of such sum the Controller shall give a certificate accordingly . 

63. Assessment in complicated cases . Where by reason of the number 
of deaths upon which property has passed or of the complicated nature 
of the interests of different persons in property which has passed on death , 
or from any other cause , it is difficult to ascertain exactly the amount of 
estate duty payable in respect of any property or any inter st therein or 
so to ascertain the same without undue expense in proportion to the value 
of the property or interest , the Board , on the application of any person 
accountable for the duty and upon his giving to the Board all the informa 
tion in his power respecting the amount of the property and the several 
interests therein and other circumstances of the case , may by way of 
composition for all or any of the duties payable in respect of the property 
or interest and the various interests therein or any of them , assess such 
sum on the value of the property or interest , as having regard to the 
circumstances appears proper , and may accept payment of the sum so 
assessed in full payment of all claims for estate duty in respect of such 
property or interest , and shall give a certificate accordingly . 

64. Controller may allow postponement of payment on terms. Where 
the Controller is satisfied that the estate duty leviable in respect of any 
property cannot , without excessive sacrifice , be raised at once , he may allow 
payment in bo postponed for such period , to such extent , anů on payment 


sum, show a certaines commitacommuten tapplicatio 
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86. For any part theterested in me 


of such interest not elcceding for per cent. or udy higher interest yielded 
by the property , and on - 2011 whar tems As hy niñy llunk fiti. 

65 . Board inay remit duty and irl rest outstanding after twenty years 
froin death .- If aftur tha pilation of twenty yea15 11 0n2R uth ulion 
which estate duty became levible audy gucli duty rumoing unpaid , the 
Bourd inay, if it thinks fit, on the application of any person accountable or 
liable for such duty or interested in the property , rernit the payment of 
Buch duty or any part thereof or any interest thereon . 

66 . Forms. - All affidavits , accounts , certificutee , sintoments and forios 
used for the purposes of thijs Part of this Act shall be in such form and 
contain such particulars as may le prescribed by the Bourd and , if so re 
quired by the Board , shall be in duplicate and accounts and statements 
shall be delivered and verified on oath and by production of books and docu 
merits ill the manner prescribed by the Board xind any person who wilfully 
fails to romply with the provisions of this section shall be liable to the 
penully mentioned in section 172 . 

67 . Recovery of duty and penaltieg. – Any cstato duty or deficit duty 
and any iutorest or penalty payable under this Act may , on the certificate 
of the Controller, be recorrer from the persona liable there to as if it wore an 
arrear of land revenue by any Collector in any Stato . 
PART VIII - CHARGE OF ESTATE DUTY ON PROPERTY AND FACILITIEY FOR 


RAISING IT 


68. Estate duty a first charge on property Ilable thereto . --- ( 7 ) Subject to 
the provisions of section 19 , the estate duty payable in respect of property , 
movablo or immovable , passing on the death of the deceased , shall be a 
first charge on tho immovable property so passing ( including Agricultural 
land ) in whomsoever it may vest on his death after the debts and incum 
brancas allowable under lort VI of this Act ; and any private transfer or 
delivery of such property shall be voil aguinst any clajin in respect of such 
estate duty . 

( 2 ) A rateable part of the state duty on an estata , in proportion to the 
value of any beneficinl interest in possession in movable property which 
passes to any playson (other than the legal representative of the deceased ) 
on the couth of the dcocused shall be a first charge on such interest : 

Provirlert that tho properly shall not be so churgcable as arainst a bona 
fide purchaser thereuf for valuable consideration without notice . 

(3 ) The Board may relense the whole or any part of any property, who 
ther movable or immovable , from charge under this section in such cir 
cumstances and on such con litions as it thinks fit . 

69. Discharge from estate duty in certain cases . - A certificate granted by 
the Controller under section 61, or by the Board under section 03 , ghall 
discharge the property included therein and the grantee so far as regarde 
that property from any further claim for estate duty, but shall not discharge 
any person or property from patate duty in case of fraud or failure to 
disclose material fucts and shall not affect the duty payable in respect ot 
any proporty afterwards shown to have passed on the death nor any further 
duty payable by reason thereof in respect of the property included in the 
certificate : 

Provided nevertheless that a certificate purporting to be a discharge of 
the whole estate duty pryable in respect of any property included in the 
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certificate shall exonerate a bona fide purchaser for valuable consideration 
without notice from the duty notwithstanding any such fraud or failure . 

70 . Person accountable to be repaid by trustees and owners in certain 
cases . If a person accountable under section 50 pays any part of the estate 
duty in respect of any property not passing to him , it shall, where occasion 
requires , bu iepaid to him by the trustees or owners of the property . 

71. Facilities for paying duty or raising amount already paid . - ( 1 ) A 
person authorised or required to pay estate duty in respect of any property 
shall , for the purposes of paying the duty , or raising the amount of the 
duty when already paid , have power , whether the property is or is not 
rested in him , to raise the amount of such duty and any interest and 
expenses properly paid or incurred by him in respect thereof , by the sale 
or mortgage of or a terminable charge on that property or any part thereof. 

(2 ) A person having an interest in any property , who pays the estate 
dity in respect of that property . shall be entitled to the like charge , as 
if the estate duty in respect of that property had been raised by means of a 
mortgage to him . 

(3 ) Any money arising from the sale of property comprised in a settle 
ment or huld upon trust to lay out upon the trusts of a settlement may be 
expended in paying any estate duty in respect of property comprised in 
the settlement and held upon the same trusts . 

PART IX .- MISCELLANEOUS 
72 . Jurisdiction of courts barred save as expressly provided . — Save as 
provided in this Act , nothing done or in good faith purporting to be done 
by any estate duty authority under this Act shall be called in question in 
any court . 

73 . Disclosure of information by a public servant. The provisions of 
section 34 of the Indian Income-tax Act, 1922 (XI of 1922 ), shall apply 
to all accounts , statements , documents , evidence or affidavits , given , pro 
duced or obtained in connertion with or in the course of the proceedings 
under this Act : 

Pre vided that nothing in the said section 54 shall apply to the disclosure 
of any such particulars to any person acting in the execution of this Act 
or of the Indian Income- tax Act , 1922, where it is necessary or desirable 
to disclose the same to him for the purposes of either this Act or the said 
Act 

74 . Rule -making powers of the Board . -- Subject to the condition of 
previous publication , the Board may make rules not inconsistent with this 
Act prescribing all matters which by this Act are required or peimitted 
to be prescribed , or which are necessary or convenient to be prescribed for 
carrying out the purposes of or giving effect to this Act . 

THE SCHEDULE 

( See section 5 ) 
States in which estate duty is leviable on agricultural land. 
Bombay . 
Orissa . 
Uttar Pradesh . 
Hyderabad . 
Rajasthan . 
Madhya Pradeeb . 
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STATEMENT OF OBJECTS AND REASONS 
The object of the Bill is to impose an estute duty on property passing 
or deemod to pass on the death of a person . Though the levy and collec 
tion of incomo-lax ut high rates since the War and the investigations 
undertakeu by the Income- tax Investigation Commission in a number of 
important cuses of tax evasion have , no doubt , prevented to some cxtent 
the further concentration of wealth in the hands of those who arc already 
wealthy, yet these do not amount to positive steps in thu ( liroctior of 
reducing the existing inequalities in the distribution of wealth . It is hoped 
that by the imposition of an estite cluty such unequal distributiong may 
be rectified to a large extent. Such a measuro would also assist the States 
towards finuncing their developincnt schemes . In their draft outline 
Puwport, the Playing Comuiission havo , it will be recalled , stressod tho 
necessity of undortaking legislation to levy death duties in India as early 
as possible . 

2 A Bill seeking to impose auch a duty was first introduced in 1916 
and then re -introduced in the provisional Parliament in 1048 . Th3 latter 
Bill after being con - lered by the Sultot l uniuittee Inpsod on the dis 
solution of that Parliament . The present Bill is practically A reproduction 
of that Bill us reported on by the Scloct Committeu , but certain charges 
have been made, which are as follows — 

(1 ) When the marlier Bill 114 drafted, the Centre had no jurigrlic 
tiun to legislate in respect of Agricultural land , but now somu States 
have passul the veressary resolutions under arti le 252 of the Con 
stitution , and the Bill therefore applies also to agricultural lands ia 
such States . As And when the remaining States piss the necessary 
resolutions, the Schedule will be amended by & Notifigation of the 
Central Government to include sich States . 

(2 ) In respect of the movable property of the deceased , the love 
of duty will depend upon his domicile only . The Alternative basis of 
residence in the Bill as amended by the Select Committes has been 
ornitted . 

(33 ) As in the case of Tncome tax law , the fixation of the rates 
of duty and of the maximum limits of oxemption will be regulated by 
the annual Finance Acts. 

( 4 ) For the sake of administrative convenience , the power to 
assess duty is assigned to the Controller of Estate Duly , a new 
authority which will function under the Central Board of Revenije . 

(6 ) Appeals from the orders of the Coutroller of Estuition Duty will 
liu to the Contial Board of Revenuo , and , us in the Indian Incin 
tax Act, 1922 , references to the Iligh Court may be inade on questions 
of law . 

3 Under article 269 of the Constitution . the net rraciofils of the 
Munte duty will be assigned to the States on guch principles of distribu 
tion au Parliament may hercaftor formulate The Etipropriate estate cluty 
07 Agrim tunl land situate in a State will, of course , be assigned to 
that State . 

C . D . DESHMTKH . 
NEW DELIT ; 
7 ! * 2nd August, 1952 . 


manteau Parliame 
land site 
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Noles on clauses 
In the drafting of the Bill in lmg the definition anljite pietation 
clauses (claimes 2 and 3 ) the K its on the suheet have been followed 
as closely as 11049ıble so that the nusistance of the U . K . de( 1610ng may be 
available . 

( lause 2 - The various sub -clatges define the terms used in the Bill . 
Sub _ clauses (2 ), (3 ), ( 5 ), (6 ), (7 ), ( 10 ), ( 141 ), ( 17 ), ( 18 ) and (14 ) are self-expla 
natory . 

Sub -clause (1 ). - Under section) 19 -) of the Court-fees Act, 1870 , any 
person applying for the grant of a prohale or lettors of administration is 
required to file an affidavit in the prescribed form showing the valuation 
of the property and the credits whuch the deceasud posbessed in was entitled 
to it the time of his denth malih had come or are likely to come in the 
lands of the applicnnt Thus altavit of valuntion contains details of inov 
able and m onible pirolimity lluna nit a Schoedule of lelitha Silension 
Chitiſierttu 1176 14suel hs 1lic rollar ( !) moment of req111511n Starr cluty on 
the busin of such nffilavit of valuation tilor clauge 53 of the Bill, an 
executor is required to anne tu the nilasit of valuation all Account of all 
the property on which estute luty is payable and to send a copy thereof to 
the Controller of Estate Duty a 

Sub -clauer (1 ) -- In the rules to be framed under clause 17 (4 ) " controlied 
comtny" will let delines in prill tilly the same manner as in section 58 
of the l K . Huince Act , 19 / 11), as amodel from time to tiine The rlsson 
why controlled company is not being lifined in the Bill itsell is that thesc 
provisions love hecn eigoin clinngeon from time to time These constant 
changes indvate the lesabılı. of unking the provisojis lexhle ar as to 
meet 11A1V inetliorly of ( tagion , linoo thi: icligation to rules in the present 
Bill , 

Sub - clauso (8 ). - The definition of " executor" has beon made sufficieutly 
elastic to include every person who is executor, noarest of kin , or creditor 
or otherwise interface with or enters lpon the pobsession or management 
of the estate of the deceased with or without any grant of representation . 

Sub -clause (9 ). - A person who has " general power " as defined in this 
sub -clauge , is a person who is competent to dispose of property whether he 
is sui juris or not. 

" General power" means complete authority to dispose of a property i 
any manner hy the holder thereof. 

Sub -clanne ( 11 ) -- Interest in extretuncy is in contrast with the interest 
wh ch has fallen into possossion , but it does not mean that every intcrest 
not in possession 14 7cessarily an interest in expectancy An " interest in 
expectancy 15 an quierest which arreladon its owner from the resent bene . 
Acial enjoyment, being contingent upon the happening of another event. 
For instance if I hequenths a property to B for litc , inil on his death 
to C then ( s interest in the property is only an “ interest in expec 
tancy " which may or may not materialize 

Sub - clause ( 12 ). - - The definitio ) of " legal representative " was included 
by the Select Committee on the Estate Duty Bill of 1948 . The definition 
is on the lines of that contained in the Civil Procedure Code , 1908 , but it 
has been made clear that where the decensed is a co -parcener of a Hindu . 
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family the expression would include the manager for the time being of the 
family . 

Sub -clause (13). - - This is taken from the Explanation to section 69 of the 
Indian Succession Act, 1925 . 

Sub - clause ( 15 ). - Explanations ( 1) and (2 ) bring within the definition of 
property ” a debt or a right enforceable against a person when created by 
him or with his consent as also the benefit resulting from the extinguishment 
of a debt or a right at the expense of a deceased person . 

Sub -clause ( 16 ). -- Estate luty has been made payable on prorerty that 
passes on death ( see clause 5 ) and the definition of this expression has 
been so worded as to include all possible rights and interests that may 
pass on death . . . 

Sub -clause ( 19 ). -- The main question of fact that may have to be deter 
mined in the imposition of estate duty would be the market value of pr per . 
ty ; it has therefore been provided that the person accountable for estate 
duty would have the right to ask for the arbitration by a “ Valuer to be 
appointed by the Government. These valuers will be non officials like the 
Board of Referees under the Excess Profits Tax Act . 

Clause 3. — Clauses (a ), (c) and (d ) of sub -clause ( 1) are adapted from 
section 22 ( 2 ), V . K . Finance Act, 1894 . Clause (b ) is new . 

Property which a person is legally competent to dispose of is deemed to 
pass on his death (vide clause 6 ) and is the property on which estate duty 
is leviable. 

Sub -clauses ( a ) to (d ) describe the various types of properties over which 
a person is deemed to have power of disposition . These are 

(a ) property over which a person has complete power of disposition , 

( b ) property over which title is acquired in one form and it is dis 
posed of in another form , 

( c) a disposition taking effect out of the person s own interest, 

(d ) money which a person is competent to charge on the property 
of another person . 

Sub - clause ( 2 ) is inserted to remove the possibility of doubt as to the 
scope of the provisions contained in Parts II and III of the Bill. 

Clause 4 . - This clause describes the various authorities for the purpose 
of administration of estate duty who will perform their functions under the 
control of the Central Board of Revenue. 

Clause 5. - From section 1, U .K . Finance Act , 1894. 

See in this connection the definition of property passing on the death " 
in clause 2 ( 16 ) . The passing may be immediately on the death , as where 
A settles a fund upon himself for life , and then upon B absolutely ; or it 
may be after an interval or at any period ascertainable only by reference to 
death , as where there is a trust for accumulation for a term after A s 
death . The passing may be certain , as in the first example above ; or it 
may be contingent, as where A settles a fund upon himself for life , and 
then upon B , if and when B attains the age of 21 with accumulations. 
The passing may be original as in the first example above ; or it may be by 
way of substitutive limitation , as where property is limited to A for life , 
renainder to B if living at A s death and in default (which happens to C . 
Iu all these cases estate duty is chargeable on A s death . 
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Clause 6 . - From section 2 (1) (a ), U . K . Finance Act, 1894 . 

Property which the deceased was competent to dispose of or was 
deemed entitled to dispose of is deemed to pass on his death and estate 
duty is payable thereon . 

Illustrations . - 1 . Property comprised in a revocable gift or settlen .ent 
is clearly property of which the donor or settler is competent to dispose , 
irrespective of whether the gift or settlement was actually revoked or not . 


2 . A devises a house to his son , subject to a power for A s wife by deed 
or will to charge on it a suni of Rs. 1 lakh . On the wife s death , estate 
duty is leviable in respect of this sum as property of which she was com 
petent to dispose and this is so whether she exercised the power or not . 
1 See clause 3 ( d ). ] 

3. Under section 109 of the Indian Succession Act, 1925 , a gift by will 
to the testator s child is preserved from lapsing where the beneficiary pre 
deceases the. testator provided that the beneficiary leaves issue living at 
the testator s death . The gift takes effect as if the beneficiary had died 
immediately after the testator and the property devolves under the 
, beneficiary s will or intestacy. It is therefore property of which the 
beneficiary was competent to dispose and is chargeable with estate duty 
in connection with his death as well as in connection with the death of 
the testator , subject to any allowance for quick succession . 

Clause 7 . – From section 2 (1 ) (b ), U . K . Finance Act, 1894 . 

Sub -clauses (3 ) and (3 ) were inserted by the Select Committee on the 
Estate Duty Bill, 1948 , with other consequential modifications in sub 
clause ( 1 ) . 


The cesser of interest on tive deceased s death is property deemed to 
pass on his death and hence estate duty is payable thereon . In the case of 
a joi it family property goverved by the Mitakshara , no mernber has a 
distinct and specified interest in the coparcenary property of which he is 
competent to dispose but on the death of a member there is a cesser of 
interest in the joint family property . The clause provides that such cesser 
of interest is only liable to estate duty if the deceased was 18 years of age 
or if a minor su male ascendant of his was a coparcener in the same family . 
This provision is necessary as in Mitakshara family each chili acquires 
interest in property and it would be administratively impossible to deter 
mine the quantum of interest on the death or birth of a child in the family . 
Other examples of cesser of interest are 

(1 ) A by will gives an annuity of Rs. 500 to 1 charged on house 
property worth Pius . 1 , 200 per annum and the house property itself , 
subject to the shoresaid charge, to C . Ou B s death the annuity ceases 
and estates uuty is therefore chargeable on the value of the benefit 
arising by til.. cesser . Thus if the house property is worth Rs. 24,000 
at B ’s death the value of the benefit would be 

he 500 
be 1,200 

x 24, 000 = 10, 000 . 
(2) A is entitled to an annuity of Rs . 800 charged on certain house 
property and on A s death an annuity of Rs. 200 per annum becomes 
charged on the property in favour of B . In this case , upon A s death 
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the owner of the property is chargeable to estate duty in respect of 
the cesser of the whole ot I s nuity of Rs. 400a ntmerely the 
cesser of Rs. 610 pe Anium which is the littcrcnie hetween ile two 
Annuities , 
( lause 8 . From seutn 2 ( 1) ( ), U . K . l inance Act , 1894 . 

As stated in the Explanation (which was added by the Select Connit 
tee on the 1948 Bill ) yitts made in contemplation of death are dealt with 
in section 191 of the Indiau Succession Act, 1925 . 

Claune 9 . - Iirom section 2 (1 )( C ), U . K . Finance Act, 189-1 , and 
section 59 , U . K . Finance trt , 1910). 

This clause brings under charge gilty imio ile rivox withm a period 
of two years before de:11 ), or in the enge of gitt so made for at pullic charit 
alle purpose molt virken ti thy he disp desth . The lo limt Ol 
two ylills and vix multh , for three VOLT S unit twelve mont is lespartiel , 
was substituted by the Set Committee which also substitute I thin expres 
sion " pullio charitable purpose " for " public or charitable purposes " . 

Clause 10 . – From 4tion 2 ( 1 ) (C ), U , K . Fivan Act, 1894 , and 
section 59, U . K . Finance fet, 1910 . 

This clause brings under charge proporty givon in gift, but in which 
the donor retains some interest by contrict or otherwise . Where the donor 
ratuins auch interest in a part ni the property unly , entate luly is payable 
on that part only . But if such interest is surrenderer two yours be 
foru death no estate duty would be payable 

The right to posseisu naler the termy of a gift is not possession ; und 
it is paynent , and 11t the alligaliun to pay, which cafels enjoyincnt . 

( ?61986 11 . – From sction 13 , U . K . Finance Act , 1940). 

This clause brings withm tho charge interest limited to ccuse or death 
which has been disposed of within two years of the death and whichi but 
for the disposition would have been caught by clause 5 as property passing 
on death , or as interest ceusing on depth . However , if the interest 18 dis 
foued of or determined in good faith two years before the death , no estate 
duty is payable , Tho provision is explained by the following illustration : 

A , a Hindu widow , having a Hindu woman s estate in house property 
gurrenders her ostatc to the reversiovers two years before her death . The 
property in such a case cannot be said to pass to the reversioners on 
her death , since it Actually passes to them two years before. Therefore 
section 6 does not apply . Nor does bei tion 7 apply , because the widow 
had , in the circumstances , no interest ceasing on her death : it had wcased 
two years previously . But , under guh - cleuse ( 1 ) the property is decrned to 
pass on her death an l becomes charghublo to watate duty iſ the interest had 
not been qurrendered ? veul s before death . Uncl -r sub - lauu.. (3 ), any 
artificial encumbrari rurcatoil by the deceaserl is to be ignored . 

Clause 1?. – From section 2 ( 1)(c), U . K . Finance Act, 1894 . 

This clause brings uuder clinrge property under A revocable settl :mont 
or property in whioh the deceased retained somo beneficial interest for his 
own benefit or for the benefit of his relatives. 

( lause 13. — Determines the liability of property hell jointly . The 
liability of the whole property to duty arises only in case where a person 
having been absolutely entitled to any property or to the funds with which 
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any property was purchased has caused it to be transferred to or vested in 
himself and in any person jointly so that the beneficial interost in gome 
part of the property passes or accrues by survivorship on his death to the 
other person . This clause does not apply to noise where the transfuron 
was entitled only to a portion of the property or of the funds with which 
the property was purchased . 

( lauso 14 .- From section 2 ( 1 ) (u ), U . K Finance Act , 1894 and 
section 78 of the U .K . Finance Act, 1948. 

This clause brings under charge the money received under a life 
insurance policy kept up by a person for the benefit of & done . The 
premium may be payable by tho person out of any property settled by him 
or out of income arising under & settlement made by him . Whero only a 
part of the premium is so paid the proportionate amount received under 
the policy will only be chargeable to duty . 

Mlausc 15 . – From section 2 ( 1) (d ), U . K . Finance Act , 1894. 

The general purpose of this provision is to provent a man from oscaping 
estate duty by reducing his estate , during life , by money or inoney s worth 
paid as premiums which , aftor his death , reappear in the form of a bene 
ficial interest Accruing or Arising on his death . 

Clause 16 . – From section 30 , U . K . Finance Act, 1999, and section 26 , 
U , K . Finance Act , 1943 . 

The purpose of this provision is to extend liability to duty to annuities 
and other interest which , though not directly provided by the deceased , 
are in substance attributable partly or wholly to property derived from him , 
The following illustration shows how this provision would opernte : - 

The deceased gave his children Rs. 20 ,000 with which they acquire 
shares in a privato company. The company then lends the deceased 
Rs. 20 , 000) and usos the interest to pay the premiums on & policy effected 
on tho deceased s life . The policy moneys would be considered under this 
provision to have been provided by the deceased . 

Clause 17. – From section 42, U . K . Finance Act, 1940 and section 86 , 
U , K , Finance Act, 1944 . 

Sub - olaunes (1), (2 ) and (3 ). - The necessity for these provisions will 
be Illustrated by the following example : - 

A is the owner of an estate worth Rs. 12 lakhs including a residential 
house , and of stocks and shares worth Rs. 8 lakhs. He formg a company 
with a nominal capital of Rs. 20 lakhs divided into K0 , 000 five per cent. 
preference shares and 1, 50 ,000 ordinary shares , all of Rs. 10 each . He 
Aella the ostate and the securities to the company in consideration for the 
shares , of which 50. 000 ordinary phares are allotted to him and the regt 
to his wife and children . As part of the arrangement , ho ja appointed 
governing director for life at & anlary of Rs. 50 ,000 per year and the residen 
tial house , whose annual value is Rs. 5 ,000 is let to him as governing 
Nirector at a rent of Rs. 1 ,000 per your , On A s venth more than two 
years later , patate duty would but for the provisions of this anction , be 
pavable only in respect of the 50 ,000 shares which he retained . There wka 
no gift to the company, for the company gave full consideration . The oniv 
crift Was A gift of the shares to his wife and childron and that gift wag Tini 
the subject to any reservation . But according to this provision the estate 
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duty payable would be not on the market value of 50 ,000 ordinary ghares 
but oil such proportion of the assets of the company as the aggregate 
Amount of benefits accruing to the deceased for the three years ending with 
his death bear to the income of the company for the same tlıree years . 
Thus if the inome of the company for the last threo years were Rs. 3 
lakhs, and the dividond doclared on ordinary shares is Rs. 90 ,000 , then the 
benefits enjoyed by the decoased are 


Rs . 


Salary as governing director 
Residential house less rent paid 
Dividend 


1 , 60 , 000 

12 ,000 
80 , 000 


1 , 92 , 000 
The assets which would be deemed to pass on his death would be of the 
value of 


1, 92 


3,00 

of 20 lakhs: 
or of Rs. 12 ,80 , 000 and not of Rs , 5 lakhs only . 

Sub -clause ( 4 ). .. There are numerous provisions on this gubject in the 
U . K Financo Act , 1940 , which had better be relegatod to rules so as to 
make them fovible to meet now methods of evasion . The constant 
changes made in the U . K law in this behalf indicate that this course is 
preferahlr 

The proviso to Aub - clause (4 ) was added by the Select Committee on 
the Estate Duty Bill , 1948 . 

Sub -clause (5).---From section 52 , U . K . Finance Act , 1940 . 

The effort of this sub -clause is that the value of such property will be 
Aggregated with other property of the deceased passing on his death . 

Claude 18 . – From section 63, U . K . Finance Act, 1940 . 

This clause lays the obligation on the company and its officers to inform 
the Controller of any transfer of property or benefits that accrued to the 
deceased from the controlled company. 

Clause 19. – From section 54 , U . K . Finance Act, 1940 . 

This clause determines the persons who shall be accountable for the pay 
ment of duty of a decensed on the denth of the deceased on property trang 
ferred to a controlled company, and the powers conferred on the accountable 
parties for the purpose of raising and paying the duty . 

Clause 20 . – From section 2 (2), V . K . Finance Act, 1894 and section 24 , 
IT. K . Finance Act, 1996 . 

In tho original Bills of 1948 and of 1948 the liability to estate duty on 
moveable property depended on the domicilo of the deceased . The 
Select Committee however altered this and imposed tho liability on all 
persons who are residents in India , the definition of resident being 
more or loss the same as in the Income-tax Act , Thc prearnt clause 
roverts to the original provision that charge on foreign moveable tiroperty 
would bo on the basis of domicile . Sub -clauge (2 ) provides that the rules 
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rogurding the naturo and situs of the property will be frained by the 
Board , and such rulos will be trained witb due revaril to lensemble 
double estatu duty relief arrangements which might bu arrived at with 
tho U . K . and U . S .A . 

Ulause 21 . - l rom section 2 ( 3) , U . K Finance Act, 1894 , and section 59 , 
U . K , Finance Act, 1910 . 

Illustration8 . — 1 , A dies leaving property of which he wus a trustee for B 
under & will left by C . The property is not chargcable to estate duty upou 
A s death . 

2 . A dies louving proporty of which he was a trustee for B under & deed 
of settlement made by A himself not more than two years before his death , 
The proporty is chargeable to duty , for otherwise any person could evade the 
duty by making such a trust shortly before his death and declaring thereby 
that he is a trustee for some named heir , 

3 . A dies leaving property of which he was a trustee ( or under a deed 
of settlement made by A hiuself more than two years before his death , pos 
session and enjoyment having been assumed by B iminediately upon the 
creation of the trust and thenceforward retained to the entire exclusion of A . 
The proporty is not chargeable to duty upon A s death . 

4 . A dies lcaying property of which he was a trustvo for B under a deed 
of settlement made by A himself more than two years before his deuth , B 
having absumed possession immediately upon the creation of the trust , but 
being bound by an ngrecmunt to give A a share of the profits until A s death . 
The property is chargeablo to duty upon A s death . 

Clause 22. - From section 5 (3), U , K , Finance Act, 1894 and section 48 , 
U . K . Finance Act , 1988 . 

Explanation (i) is derived from section 14 , U . K . Finance Act, 1896 , 

Ex hypothesi in the cuse put in the Explanation , tho interest of the 
doceused in the settled property fails before it becomes an interest in 
possession und in view of the decision in A .G . v Wood that an absolute 
reversion may be a linitation which continues to subsist , the Explanation 
is retuined merely by way of abundant caution . 

Explanation ( ii) is derived from section 47 of the UK. Financ- Act, 
1938 , und was added by the Select Committee in order to inke it clenr that 
& residuary interest upder reveision within an estate whose administrution 
is not complete will not be regarded us @ case of failure of interest before 
becoming interest in possession , but such interest would be deemed to have 
become interest in possession on the date as from which the income of the 
residue would huve been attributable to that interest if the residue hed 
been determined immediately after the death of the testutor or intestate , 

Olause 23 . -- From section 16 , U . K . Finance Act, 1896 . 

Illustrations ,- - 1, A settles property on trust for B (usually a poor rela 
tion or an old servant) for life and then for himself absoultely . No duty is 
payable on B s doath , if he dies before A . 

2 A settles property on trust to pay an apnuity thoreout to himself and, 
gubject thereto , for B for life , with remainder to A , Duty is payable on B s 
death , because it cannot be said that only benefit retained by A is subject 
to the life interest . 

8 . A settles property on B for life with remainder to B s children absolute 
ly and in default, for A absoultely . B dies without ohildren . Duty is payable 
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for thu contingent interests of B s possible childreu were " other interests " 
created by thu disposition , 

4. B gives property A , who ilien settles it on B for life with l emainder 
to himgelt . Duty is payable on B s death , for B was competent to dispose 
of the property prior to the settlement, 

5 . Is in Illustration 1 , but B lies after A and the property reverts to A s 
limis. Duty is payable on B s identh , for the property doce not revert to the 
disposer himgelf . 

Ulcuse 24 . - From section 21 (6 ), U . K . Finance Act , 1894. 

Illustration . — A by docd dated 1951 settled property on his wife for life , 
and on her denth on himself for lifc , with remainder to their children . The 
wife dies after the commencement of this Act , leaving A surviving. Estate 
duty is not payable on her death though it will be payablo on the subsequent 
death of . 1. The exemption would not have applied if A had become entitled 
to the corpus on his wife s death , 

Clause 25 . – From section 3 , V . K . Finance Act , 1894 , 

Property bona fide transferrod by the deceased for money or money s 
worth is not chargeable to estate duty . Although such a transfer might be 
made in anticipation of deatlı , the consideration recoived in legpect of it 
becomes the property of the deceased and as such is liable to duty . To 
subject to taxation both the property whone. sule produces that money or 
mnoucy s worth and that monoy or moncy s worth itsolf would be in substanco 
to impose double taxation on the saine proporty . Hence tho exemption 
in this clause . The exeinption is to apply not only when the property is 
acquired for full consideration in money or money & worth , but leo to a 
proportionate extent, wliere part of the consideration is of that character , 

Illustration . - On the inarriage of Arnd B , A the husband , partly in con 
sideration of the murriage and partly in cousidoration of the trutsfor to 
hiin oſ curtain ghares belonging to B , bottled ocrtain house property upon 
hiirself for life and then upon B absolutely . Blero the consideration is 
only partly in money or inoney s worth , namely , so far is it consists of 
the shares . Hence under sub -clause ( 2 ), the valuo of the shares , As at 
the date of the settlement, is to be deducted from the value of the house 
property , as at A s death in ascertaining the sum in respect of which B 
is to pay an estate duty . 

Clause 26 .- ) ron section 44 , U . K . Finance Act, 1940 . 

Property transferied by the decensed in congilerntion of moncy or 
money s worth is not chargeuble to catate duty ( vido clauso 25 ). This 
clause, however , provides that annuity or other interest limited to decaused 
on death , crented in favour of the deceasod raniut bo treated as considera 
tion or trunsfer when such trangfors are made to a relative or to a 

controlled company " . The meaning of the expression relativo " , 
" annuity " and " associated operations as used in this clause bus been 
defined . Nothing in this clause affccte un alliuity in favour of the person 
other than the deceased . The relaxations contemplated in section 40 of 
the U .K . Finance Act , 1914 , will be considered by tho Board when fruinin 
rules under clause 32 . The deduction to be allowed will broadly be the 
net amount of benefit received by the deceased from the transactions. 

Clause 37, - From section 17, U .K . Finance Act (No . 2), 1940 . 
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In order to protect commercial transuctious froin higlier dutius imposed 
subsequent to the ball or mortgnge of an interest in cxpectancy, this claus 
proviles for relief to the purchasers and mortgagees and no other culy will 
bo payable liy them except the duty which would have been payudlile at the 
lates ol estatu duty , if any , in the vilge of no dierson (lying at the time of the 
AAlA or mortgage. 

Clause 28 . – From section 5 (2 ), U . K . Finance Aot, 1894 and section 
18 , U . K . Finance Act, 1808 . 

The exemption conferred by this clause is in respect of a settled property 
on which ostrto duty has been paid since the date of settlement on thu death 
of one of the parties to a marriage . The exemption is , however, conditional 
and would not apply if the deceasod was at any time during the continuance 
of settlement competent to dispose of the property . 

Olause 29. — This clause empowers the Central Government to enter into 
an agreement for avoidance or rolief of doubt taxation with the Goverliinunt 
of any reciprocating country . 

( lause 30 . - From section 15 , U . K . Finance Act, 1914 . 

It provides relief in respect of quick suocession where property consists of 
lund and business . 

("lause 31 , — This clause which was inserted by the Select Committee on 
the Estate Duty Bill , 1948 , gives complete exemption of duty lii respect of 
coparvenury intcrost devolving upon the incrubers of the coparcenary or 
any of them upon the death of a Hudu widlow if slie dies within seven years 
of the leath of her husband and if the ostale duty has been leviod in j espoct 
of the gunie on her husband s death , 

Clause 32 , - This clauso is intended to cover , amongst others , the 
deductions and relaxations provided for in section 51 , Fingnce Act , 1940 , 
and sections 38 and 40 , U . K . Finunce Aot, 1944 . The following are soine 
of the exemptions which , if considered desirable, may be allowed undor 
this clauso : 

(a ) Gifts not exceeding a certain limit . 
(b ) Gifts for national purposos . 

(c ) Property of a common seaman , marine, soldier or nirinan who 
is killed or dies in the service of the Union . 

( lause 33. – From section 4 , U . K . Finance Act , 1894 , and section 12 , 
U . K . Finance Act, 1900 and section 45 ( 3), U . K , Finance Act, 19-10). 

This clauge lavs down that for purposes of determining the rate of duty 
payrlilu , all property will be aggregatul except property in which the deceas 
ed never had an interest. The lattor property is to be treated as an estate 
by its lt. For instance , A dics leaving ( 1) Rw . 1 lnkh in cash and (ii) x policy 
on his own life for Rs . 1 lakh absolutely and irrovocably nominated from its 
commencement in favour of B . Estate duty is chargeable on (i) undor 
section 4 and on (ii) under section 19 , but the two cannot be aggregated 
becauso A had never an interest in ( ii ), the interest Arising only upon his 
doath , 

Clause 34 . — This clause leaves the rate of duty to be fixed by a separate 
enactment. 

Clause 36 . From section 7 (6 ), U .K . Finance Act, 1804 and section 80 
(2 ), U . K . Finance Act, 1910 . 
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Tluis clulise lays down the principlo on which the priucipal value of any 
property is to be a suimitted the purposog of estate duty . 


( lau80 - The Clause lays down the manner in which the shares ill a 
pilivutu linnali dwompuny aru to be vulucd when alienation of such shares is 
restricted . Ju embodies the principle enunciated in paragraph 275 , Hals 
bury s Lane ol Ingland , Vol. XIII, Second Edition . 

Cluusu 37 . - I rum section 70 ), U . K . Finance Act, 1894 . 


It provides for the payment of estate duty on interest in expectancy either 
with the duty in respect of the rest of the estate or when the interest in 
expectancy fulls in pospussion . In either case , the value of the other estate 
is to be aggregated . 

Clauso 38 . - Trom section 7 (7 ), U . K . Finance Act, 1894 . 


This clause provides a formula for calculating the umount upon which 
duty is leviable on account of cesser of un interest. The effect of this clause 
is to charge duty on a slice of the capital concerned , the jncome of which is 
equivalyut to the income enjoyed by the deceased quimediately, before his 
death , 


Clause 39 . l rom scotion 7 (8 ), U . K . Finance Act , 1894 . 

Uudur ibis clause the value of any property for the purpose of esbate duty 
is to be deletioned by the Controller . 

Ulause 40 .---- Iium section 7 (0 ), U , K . Finance Aot, 1804, 
This is self-explanatory . 
Olause 41 , - From section 8 (8 ), U . K . Finance Act , 1894 . 

The object of this clause is to unable the persone primarily accountable 
for the payment of the ustutu duty to upportion the duty where necessary 
in aduluistering (hy es vult and to providu t method of ascertaining the pro 
portion of duty which may be charged on a particular proporty and may be 
rucoverablu ugaitist i Porsou having a churge on the property . 

Clausu 1% , — b ruin scution 7 (1), U , K . Finance Act, 1894 and section 
44 ( 1), V .K , Immuuce Act , 19-10 . 

This clausu specities thu dcductions to be made (subject to restrictions ) 
for determining the valuo of an estate. Allowance is to be made for reason . 
able furural exponses and tur debts and enoumbrances but not for such 
debts which were not buna fide , 

Clause 13 . — lirom section 57, U . K . Finance Act , 1910 . 

Illustralion , - Property is gottled on A for life with remainder to his only 
son B . A , when in failing health , purchases B s remainder at a fair price, 
which in the circumstancos is nearly the full value of the property , giving 
a promissory note or mortgage for the amount. Upon A s death , the pro 
porly goes to B as his only heir . But for the present section , the amount 
of the debt would fall to be deducted under section 49 , although the 
property would have devolved upon B oven without the purchase . By 
virtuo of the present section however no such deduction is permissible . 

Clause 44 . - Hrom section 81 , U . K , Finance Act , 1989 . 
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Broudly the effect of this clalise is to reduce the amoul allowable as 
a deduction for a debt in proportion to the value of the consideration given 
for it which was dorived directly or indirectly from the decoased or which 
was given by a creditor who acquired property from tho perceeared for the 
purpose of facilitating the loan . 

Clausa 45. – From section 7 (2), U . K . Finance Act, 1894 . 

This is in accordance with the established rule of law that debts claim 
able in the country where the anseta nro situate should he paid out of the 
angets in that country beforo any surplus is available for transmission to 
the country of the domicile . 

Ollause 46. – From section 7 ( ), U . K . Finance Act, 1894 . 

This olnuke authorises the Controller to allow as A deduction from the 
value of the estate any additional expense in ndministering or realising the 
property situated out of India subject to a limitation of five per cent. of 
the value of the property . 

Olause 47.- From section 7 (4 ), U . K . Finance Act, 1894 . 

This clause provides for the deduction from the value of the property 
of the whole or any part of the duty of the nature of death duty paid in a 
non -reciprocating country . 

Clause 48 .- - Innblcg the Board to prescribe the manner in which estate 
duty may be collected , 

Clausa 49,- - Adapted from section 84 , U . K , Finance Act , 1917 and 
Bection 42 , U . K , Finance Act, 1918 

The term " Government securities is defined in the General Clausen 
Act , 1897 

Clause 50. — Adapted from poction 8 (8 ) and 8 (4 ), U . K , Finance Act 
1894 , section 10 , U . K , Law of Property Act, 1925 and section 54 (8 ), U . K . 
Finance Aot, 1940 . 

Sub clause (2 ) Csee section 8 ( 18 ), U . K . Finance Act, 1894 ). 
Sub - clause (4 ) [ 80e section 6 (P ), U . K Finance Act, 1894 ]. 
Sub -clause (5 ) [ Halsbury s Laws of England , Vol XIIT, para. 298 ] . 

This clause defines liabilities of the different categories of persons who 
are accountable for the payment of estate duty, and the extent thereof . 

( lanae 51 ,-- From section 8 (5 ), U . K . Finance Act , 1894 , and section 
87, U . K . Finance Act, 1940 . 

This olauso provides the machinery for the collection of information and 
data for the purposes of administration of patnte duty . 

Clause 5 ?, — From section 8 (6 ), U K . Finance Act, 1894 

This is a penal clause for non - compliance with the requirements of 
geotions 50 and 51 , ie , failure to furnish the statement of Accounts 

Clausn 59. - - Adapted from section 8 ( 9 ). U , K Financo Art , 1891, und 
Bection 19 -I , Court-fees Act, 1870 . 

Non -issue of grant of ropresentations by the Court in the abgenre of a 
certificate from the Controller to the effect that the eytnto nuty has been 
or will be paid , will not as deterrent to cvasion of patate duty . 

C lausa 61. - From section 6 ( 1), 6 ( ), 6 (7 ) and 6 (A ) U K Financa 
Aot, 1894 . 
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This clause fixes tho time when the estate duty is due and details the 
procedure for collection when the amount due is determined . 

Olause 65 .---Adapted from section 11 (1), U . K . Finance Act, 1894 . 

The provision for grant of a ocrtificate by the Controller either on pay . 
ment of the duty or on furnishing adequate security for the duty is neces 
Bary as evidence of discharge of duty . 

Clause 56 .- Sub - clause ( 1) is adapted from section 19H (8 ), Indian 
Court-fees Act, 1870 , 

The necessity of providing for estimate to the best of the judgment of 
the Controller where no account has been delivered in evident. Provision 
exists for appenl ngninst the valuation made and the estate duty determined 
by the Controller (vide clause 67) . 

Clause 57 . - The right of appeal to the Board against valuation made or 
determination of the estate duty by the Controller is provided for in this 
clansa . In case of a dispute relating to valuation of any property the 
Appcllnnt may require the Board to refer the question to the arbitration of 
the Valuers . 

Clausa 58. - Provision has been made in this clause for a reference to 
the High Court against the orders of the Board of any question of law 
Arising out of such order . 

Sub - clause ( 4 ) authorises the Board to refer & cage direot to the Supreme 
Court on an application under sub -clauso ( 1 ) if the question is of gufficient 
importance or if there is conflicting decision of different High Courts on 
the question involved . 

Clause 59. -- Details the manner of the formation of the High Court 
Bench and how the cases are to be decided upon . An appeal shall lle to 
the Supreme Court also from the judgment of any High Court in any case 
which the High Court certifies to be a fit one for appeal to the Supreme 
Court . 

Olausa 60 .- Adaptod from section 19 - 1 (2 ), Court- fees Act , 1870 . 

Clause 61 ,- - Adapted from sections 19E and 186 , Court -feen Act , 
1870 , section 11 ( 2 ), U . K . Finance Act , 1894 and section 14 , U . K , Finance 
Act , 1907 

In the majority of cases , the procedure will be that the person account 
able will first deliver an account under clause 50 (9 ) and pay duty on the 
property included therein under clause 55 . Usually , the account may not 
be a completo one, for it has to be Alled within six months of the death 
and full details may not be available see clause 50 ( 4 ) 7 . This preliminary 
account will serve as a notice of the death to the Controller, so that he 
may , if necessary , start making inquiries under clause 56 . At A Inter 
staga , the persons accountable should he in a position to delivor & full 
statement, to pay the entire duty due , and to obtain a certificate of pay 
ment under sub-clauso (1) or (5) of clause 81. In complicated cases , they 
can apply and obtain a certificate of payment under clavse 69. Tt is only 
a certificate under clause 61 or clause BB that discharges the property ( Rem 
clause 69 ). A certificate under clause 55 suffices for a grant of representa 
tion so as to enable the grantce AS early as possible to get in all the pro 
perty vesting in him and to submit a full inventorv og required by section 
317, Indian Succession Act, 1925 , but such a certificato does not operate 
As i discharge for the purposes of clause 09 . 
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( laine 02 -- Adapted from section 12 , U . K . Finance Act, 1894 . 

This clause nuthorises the commutation of an estate duty that would 
be payable on an interest in expectancy when it falls , for & certain sum 
to bo presently paid . 

Clause 63. - Adapted from section 18 , U . K . Finance Act, 1894 . 

This cluige empowers the Board on the application of any persoji 
accountable for estate duty to accept composition for estate duty in certain 
coniplicated cases . 

Clause 64 . - Adapted from section 8 (9 ) , U . K , Finance Act , 1894 . 

Where estate duty cannot be raised at onco except by sale of property 
at excessive sacrifice due to adverse market conditions , the Controller is 
authorised to allow postponement of the recovery of the estate duty on 
payment of proscribed interest and on such other terms as the Controller 
may think fit. Power to extend time of payment or to allow payment of 
the demand in instalments is also exercised by Income-tax authorities as 
un administrative measure . 

Clause 66. - Adaptod from section 8 (14), U . K . Finance Act, 1894 . 

This clause vests the Board with power to remit the payment of estate 
duty or any part thereof or any interest thereon in fit cases if the duty 
remains unpaid after the expiration of 20 years from the date of death , 
The purpobo of this provisicn is not to burden the administration with a 
heavy carry forward of uncollectable demands after all steps for realisa 
tion have been exhausted . Similar power to write off irrecoverable 
demands of income tax are exercised by the Income tax authorities under 
executive instructions. 

Clauso 66.--- Adapted from section 8 ( 14 ), U . K . Finance Act, 1894 . 

Under this clause the forms, affidavits , Accounts and certificates , eto ., 
in connection with the administration of estate duty are to be in such 
forms containing such partioulars , to be delivered and verified in such 
manner and by such documents as may be prescribed by the Board , This 
is analogous to the rule-making power of the Board in the administration 
of the Income-tax Act (section 50 of the Income- tax Act , 1922 ). 

( lause 67 .- - Adapted from section 19 .1 (1), Court -fees Act, 1870 . 

This clause authorised the Controller to recover thc estate duty , 
interest or penalty through certificate proceedings by the Collector and 
corresponds to section 46 ( 2 ), Indian Income-tax Act , 1922 , 

Clauro 68. This clause was inserted by the Select Committee on the 
Estate Duty Bill, 1948 . The estate duty 18 made the first charge on 
movable and immovable property . 

Clau88 69...- Adapted from section 11 ( 2 ), ( 8 ) And (4 ), U . K , Finance 
Act , 1894 . 

Wide terms of this clause clearly indioate that fraud or failure to dis 
cloge material facts on the part of any person will render the certificate of 
diacbarge useless to any other person cxcept to a hona fide purchaser for 
valuable consideration without notice . 

Clause 70 . - Adapted from section 9 (4 ), U .K . Finance Act , 1894 . 

Under this clauso if any person accountable for estate duty pays any 
part of it in respect of any propertv not passing to him , he shall have the 
right to be repaid by the trustees or owner of such property . 
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( lause 71 — Adapted from section (6 ), (6) and ( 7), U .K . Finance Act , 
1804 . 

Any person who is authorised or is required to pay estate duty in res 
pect of any property is empowered under this clause to raise the amount 
of such duty by the sule or mortgage or a terminable charge on that pro 
perty for the purpose of paying duty or recouping the amount of duty if 
already paid . 

Clause 72. - Adapted from section 67, Indian Income-tax Act, 1922 . 
This is a common feature to all revenue enactments . 

( lauso 73 . — This provision is necessary because of the confidential 
nature of information , etc . obtained in connection with the execution of 
the enactment, 

Clause 74 . — This olause authorises the Board to make rules prescribing 
all matters for carrying out the purposes of or giving effect to the clauses 
of the Bill 


M , N . KAUL , 

Secretary 
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